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ORDERS OF REFERENCE 


Hous or CoMMOoNS, 
Monday, March 14, 1949. 


Resolved—That the following members do compose the Standing Com- 
mittee on Public Accounts: Messrs. Arsenault, Beaudry, Black (Yukon), 
Bradette, Burton, Case, Cleaver, Cockeram, Cloutier, Cruickshank, Dechene, 
Denis, Diefenbaker, Dionne (Beauce), Ferguson, Fleming, Fournier (Hull), 
Fournier (Maisonneuve-Rosemont), Fraser, Gibson (Commox-Alberni), Glad- 
stone, Golding, Grant, Green, Hamel, Hartt, Heon, Homuth, Howe, Isnor, Jack- 
man, Johnston, Kirk, Macdonnell (Muskoka-Ontario) Marshall, Maybank, 
Murphy, Nicholson, Picard, Pinard, Probe, Raymond (Wright), Richard 
(Gloucester), Richard (Ottawa East), Rinfret, Stuart (Charlotte), Thatcher 
Warren, Winkler, Young—50. (Quorum 15.) 


Ordered,—That the Standing Committee on Public Accounts be empowered 
to examine and inquire into all such matters and things as may be referred to 
them by the House; and to report from time to time their observations and 
opinions thereon, with power to send for persons, papers and records. 


WEDNESDAY, March 23, 1949. 


Ordered,—That the Public Accounts of Canada for the fiseal year ended 
March 31, 1948, and the Report of the Auditor General be referred to the 
Public Accounts Committee. 


Tuurspay, March 24, 1949. 


Ordered,—That the name of Mr. Croll be substituted for that of Mr. Glad- 
stone, and 


That the name of Mr. Mutch be substituted for that of Mr. Kirk, and 
That the name of Mr. Sinclair be substituted for that of Mr. Grant, and 


That the name of Mr. Langlois be substituted for that of Mr. Fournier 
(Hull). 


Fripay, March 25, 1949. 


Ordered,—That the name of Mr. Benidickson be substituted for that of 
Mr. Howe, and | 

That the name of Mr. Robinson.(Simcoe Hast) be substituted for that of 
Mr. Hartt, and | | 

That the name of Mr. Gauthier (Portneuf) be substituted for that of Mr. 
Arsenault, and 

That the name of Mr. Jutras be substituted for that of Mr. Dionne (Beauce) 
on the said Committee. 


Turspay, March 29, 1949. 


Ordered,—That the said Committee be empowered to print, from day to 
day, 600 copies in English and 200 copies in French of its Minutes of Proceedings 
and Evidence, and that Standing Order 64 be suspended in relation thereto. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 
3 
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REPORT TO THE HOUSE 


Turspay March 29, 1949. 


The Standing Committee on Publie Accounts begs leave to present the 
following as its 


FIRST REPORT 


Your Committee recommends that it be empowered to print, from day to 
day, 600 copies in English and 200 copies in French of its minutes and proceed- 
ings and evidence, and that Standing Order 64 be suspended in relation thereto. 


All of which is respectfully submitted. 


Ty -PHILIPPE PICARD, 
C heared: 


NOTICES OF MOTIONS 


Mr. Macdonnell.—That the Auditor General be asked to appear before 
the Committee and to give evidence particularly as to certain comments in his 
report, and that this be the first order of business. 


Mr. Isnor.—That the Auditor General be requested to prepare and present 
a statement to the Committee in respect to some matters which he considers 
important and particularly in respect to paragraph 100 (page 26) dealing with 
the decrease of the net debt for the fiscal year, the saving brought about for 
this particular period, and, as well, for the period 1946 to 1948. 


Mr. Probe—That this committee proceed with examination of administra- 
tion of Indian Trust Funds, and that officers of Indian Affairs Branch be asked 
to prepare such material as ‘the Committee may require to facilitate such exam- 
ination. 


Mr. Young—That this committee proceed with the examination of the 
contracts and accounts for coal used in the heating of public buildings owned 
or rented by the Federal Government. 


MINUTES OF PROCEEDINGS 


Turspay, March 29, 1949. 


The Standing Committee on Public Accounts met at 11.00 o’clock a.m., 
the Chairman, Mr. L. Philippe Picard presiding. 


Members present: Messrs. Benidickson, Bradette, Burton, Case, Cleaver, 
Cockeram, Cloutier, Croll, Dechene, Diefenbaker, Fleming, Fraser Gauthier 
(Portneuf), Golding, Green, Heon, Isnor, Jackman, Johnston, Jutras, Macdonnell 
(Muskoka-Ontario), Maybank, Murphy, Mutch, Nicholson, Picard, Pinard, 
Probe, Raymond (Wright), Richard (Gloucester), Richard (Ottawa East), 
Saath Robinson, (Simcoe Hast), Sinclair, Stuart (Charlotte), Warren, Winkler, 

oune. 


Mr. Warren moved that Mr. Isnor be appointed Vice-Chairman. At the 
request of Mr. Isnor, and by leave of the Committee, Mr. Warren withdrew his 
motion. . 


~On motion of Mr. Fleming: 
Resolved—That Mr. Pinard be Vice-Chairman. 


On motion of Mr. Cockeram: 

Resolved.—That the Committee recommend that it be empowered to print, 
from day to day, 600 copies in English and 200 copies in French of its minutes 
of proceedings and evidence. 


The Chairman read the Order of Reference. 


On motion of Mr. Bradette: 

Resolved.—That a subcommittee consisting of the Chairman, the Vice- 
Chairman and Messrs. Burton, Croll, Fleming, Marshall and Mutch be appoint- 
ed to consider and report on all matters relating to procedure and agenda, and 
that, whenever made, any proposals concerning order of procedure in the Com- 
mittee shall be referred to the subcommittee on Agenda and Procedure. 


Mr. Macdonnell gave notice of the following motion: 

That the Auditor General be asked to appear before the Committee and 
to give evidence particularly as to certain comments in his report, and that 
this be the first order of business. 


‘Mr. Isnor gave notice of the following motion: 

That the Auditor General be requested to prepare and present a statement 
to the Committee in respect to some matters which he considers important and 
particularly in respect to paragraph 100 (page 26) dealing with the decrease of 
the net debt for the fiseal year, the saving brought about for this particular 
period, and, as well, for the period from 1946 to 1948. 


_ Mr. Probe gave notice of the following motion: 
That this committee proceed with examination of administration of Indian 
Trust Funds, and that officers of Indian Affairs Branch be asked to prepare 
such material as the Committee may require to facilitate such examination. 


Mr. Young gave notice of the following motion: 
That this committee proceed with the examination of the contracts and 
accounts for coal used in the heating of public buildings owned or rented by 


the Federal Government. 
5 


6 STANDING COMMITTEE 


Mr. Nicholson gave notice of the following motion: 


That this Committee proceed with an examination of the procedure of 
auditing the accounts of the Canadian National Railways with accountants 
other than the Auditor General. 


All notices of motion were referred to the Subcommittee on Agenda and 
Procedure. 


\ 


At 11.55 o’clock a.m., the Committee adjourned to the call of the Chair. 


A. L. BURGESS, 
Clerk of the Committee. 


Governm=! 


Pub: 


MINUTES OF PROCEEDINGS 
| Tuurspay, March 31, 1949. 


The Standing Committee on Public Accounts met this day at 11.00 o’clock 
a.m., the Chairman, Mr. L.-Philippe Picard, presiding. 


Members present: Messrs. Beaudry, Benidickson, Bradette, Burton, Case, 
Cleaver, Croll, Cruickshank, Dechene, Denis, Fleming, Fournier (Mazsonneuve- 
Rosemont), Fraser, Gauthier (Portneuf), Golding, Isnor, Jackman, Jutras, 
Langlois, Marshall, Murphy, Mutch, Nicholson, Picard, Pinard, Probe, Raymond 
(Wright), Richard (Gloucester), Richard (Ottawa East), Sinclair, Stuart 
(Charlotte), Warren, Winkler, Young. 


In attendance: Mr. Watson Sellar, Auditor General. 


The Chairman presented the first report of the subcommittee on Agenda and 
Procedure which read as follows: 


The subcommittee on Agenda and Procedure met on Tuesday, Mareh 29th 
and has agreed to recommend: 

1. That the next meeting of the Committee be held at 11.00 o’clock 
a.m., on Thursday, March 31st, and that the Auditor ‘General, Mr. Watson 
Sellar, be requested to prepare and present at that meeting a statement in 
respect of certain matters which he considers important. It is also recom- 
mended that the business of the meeting be confined to the presentation of 
this statement and questioning of Mr. Sellar on it. 

2. That the next meeting of the subcommittee to consider agenda be 
held as soon as practicable after Mr. Sellar has been heard. 

3. That each member of the Committee be furnished with a copy of 
any brief or statement prepared for the Committee’s information. 

4. That Mr. Nicholson’s notice of motion, viz.: 

That this Committee proceed with an examination of the procedure 
of auditing the accounts of the Canadian National Railways with 
accountants other than the Auditor General. 


be ruled out of order on the ground that it deals with a matter which is 
beyond the scope of the Committee’s Order of Reference. It is suggested that 
such a motion might properly be made in the Sessional Committee on 
Railways and Shipping, owned and operated by Government. 


In respect to paragraph 4 of the subcommittee’s report, the Chairman 
suggested that the question of the admissibility of Mr. Nicholson’s motion be 
allowed to stand. 


The report of the subcommittee, as amended by the Chairman’s suggestion, 
was concurred in. 


Mr. Sellar was called, heard and questioned. 
At 1.00 o’clock p.m., the Committee adjourned to the call of the Chair. 


A. L. BURGESS, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House of Commons, 
March 29, 1949. 


The Standing Committee on Public Accounts met this day at 11.00: a.m. 
The Chairman, Mr. L. P. Picard, presided. 


The CHAIRMAN: Gentlemen, we have a quorum. 

As I open the first meeting of the Public Accounts Committee for the 1949 
session I wish to thank you for the confidence you have shown in me by electing 
me as chairman of the committee. I will’do my very best to discharge my duties, 
if possible, to the satisfaction of all. 

We have been together on two other occasions during the sittings of this 
committee, once in the fall of 1945 and again in 1947. I think I can say that I 
have had the co-operation of all members and that has contributed to the 
successful work of the committee. I expect that there will be again the same 
co-operation from everyone. : 

I do not wish to make a speech on this matter because I think everyone 
understands the situation and we wish to proceed as quickly as we can. The 
Public Accounts Committee has sat only four or so times in the past twenty years 
and the sittings have oecurred at about this same period in the session so we can 
conclude that we are not late in getting the members together for our work. 

Before we start I think it would be appropriate to say that the rules of 
procedure in committees and standing committees are the same as the rules 
for the committee of the whole. 

Item No, 605 on page 81 of Beauchesne’s parliamentary rules and forms, 
second edition, reads “Generally speaking, the proceedings of a select (special) 
committee are assimilated, like those of a standing committee, to those of a 
committee of the whole House’”’. 

Standing order No. 58 reads ‘‘The standing orders of the House shall be 
observed im the committees of the whole House so far as may be applicable, 
except the standing orders as to the seconding of motions and limiting the number 
of times of speaking”’, 

Standing order No. 47 states “All motions shall be in writing and seconded, 
before being debated or put from the Chair’. 

The word ‘‘seconded” does ont apply in this committee but a motion should 
be in writing and put by the chair before being debated. So that we may have 
more order in the debates I think we should abide by that rule and although 
motions put to the committee need not be seconded they should be in writing, 
be read by the chair, and then be given consideration by the committee. 

Another matter of importance before us is the appointment of a steering 
committee. I do not know whether you share my views but I do not like the 
expression “steering committee” and I feel that title indicates a body which runs 
the affairs of the committee. To me it seems that a more appropriate name 
would be the one which is sometimes used “committee on agenda and procedure”. 
As far as I am concerned I prefer that title and it sounds more democratic. 

It is usual too at the first meeting to have a proposal concerning the members 
of that subcommittee—usually seven in number—named by the chairman after 


consultation with all parties. 
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In the past the chairman has consulted in advance with the parties and 
he receives suggestions as to the names of the members who shall constitute 
the committee on agenda and procedure. I did that last night but before we 
proceed with the names of the members I think we should settle the appoint- 
ment of a vice chairman. After the appointment of the vice chairman, someone 
might propose the names of the following gentlemen as members of the com- 
mittee on procedure and agenda: Mr. Croll, Mr. Mutch, Mr. Fleming, Mr. 
Burton, Mr. Marshall. 

Mr. Warren: I would nominate Mr. Isnor as vice chairman. 

Mr. Ricuarp (Gloucester): I second the nomination. 

Mr. Isnor: I wish to thank the honourable gentlemen for nominating me 
but I do not think I had better accept the office. 

The CHatrMAN: That is a customary gesture—of course I did not do it 
when I was proposed as chairman—but it is a very noble idea to refuse the 
nomination. However I must put the motion. 

Mr. Isnor: It is always nice to carry on business in an orderly manner 
and in a way which will bring about the best results. Unfortunately I very 
definitely feel that I cannot carry out the duties of vice chairman and for 
that reason I would ask the gentlemen be good enough to select someone else. 

Mr. Creaver: In view of what Mr. Isnor has said I would suggest the 
appointment of the vice chairman stand over until the next meeting. I do not. 
feel that even though the committee wishes him to act as vice chairman we 
should impose upon him. 

The CuarrMAN: Of course, as we have the committee on agenda and 
procedure already under consideration, we might as well have it complete 
because the committee will be responsible for setting the order of precedence 
of the work which we are to do and I think it is in order to have another 


proposal for the position of vice chairman. 

Mr. Fiemine: I would nominate Mr. Pinard. 

Mr. CocxeraM: I would second that motion. 

The CuatrMaAn: Moved by Mr. Fleming, seconded by Mr. Cockeram that Mr. 
Pinard be selected as vice chairman of the committee on agenda and procedure? 

Carried. 

Mr. Brapette: Do you wish to have a motion now regarding the appoint- 
ment of the committee on agenda and procedure? 

The CuHarrman: A motion would be proper. 

Mr. BrapettE: I would move that the gentlemen whom you mentioned a. 
few moments ago comprise the committee on agenda and procedure. 

Mr. Cass: I would second that motion. 


Carried. 

The CHairmMAN: There is also a motion required asking leave to print the 
minutes of our proceedings and evidence from day to day, six hundred. copies in 
English and two hundred copies in French. 

Mr. Croxtui: I would so move. 

Mr. CockEraM: I second. 

Carried. 


The CHarRMAN: It is also customary to have the chairman read the order of 
reference in order that the committee shall know what it is called upon to do. 
The date of the Order of Reference is March 14, 1949. 
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“Ordered, —That hie Standing Committee on Public Nati be empowered 
to examine and inquire into all such matters and things as may be referred to 
them by the House; and to report from time to time their observations and 
opinions thereon, with power to send for persons, papers and records.” 

The next Order of Reference is dated March 23, 1949. 

“Ordered the Public Accounts of Canada for the fiscal year ending March 
31, 1948, and the report of the Auditor General be referred to the Public Accounts 
Committee. 

(Sgd.) A. BEAUCHESNE, 


Clerk of the House.” 


As it stands at the moment we have the Auditor General’s report and the 
public accounts for last year. 

The matter of public accounts now before us is quite a vast order and I think 
it proper to decide now that any motion concerning the order of precedence of the 
work we are to carry on should be in writing and be referred automatically to the 
committee on agenda and procedure. That committee will study and report to 
the main committee on the order of procedure and upon what shall be done or 
shall not be done. 


Mr. Macponne : If I am in order, may I suggest the first thing that should 
be done is to call the Auditor General himself. It seems to me that there are 
certain very vital comments which he makes upon which there will be questions 
and therefore I would move that the Auditor General be asked to appear before 
the committee to give evidence with respect to certain comments made in his 
report. I would move that be the first order of business. 


The CuHatrMan: The discussion is open. Are there any other remarks? 

I might say that I have already contacted the Auditor General indicating 
that he might be called before us. This morning he is tied up with the 
Ottawa Improvement Commission, but he could be at our disposal at any time 
on Thursday. 

Mr. Burton: I would like to say a word in connection with this matter. I am 
heartily in accord with Mr. Macdonnell’s motion, with the exception of his 
remarks about the first order of business. If we are to have a committee on 
agenda and procedure the committee will naturally have to have some say with 
respect to the order of business. As for as I am concerned I have no objection 
to the Auditor General’s evidence being the first order of business and that 
should be a recommendation to the subcommittee. Furthermore I have in 
mind, Mr. Chairman, that as this is our first meeting we should endeavour to 
obtain from the members as much information as possible about the different 
subjects upon which they would like discussion, so that the committee on 
agenda and procedure can arrange the program, and so that the other members 
of the committee can prepare themselves for taking part in whatever investiga- 
tions and discussions may occur. While I support the greater part of Mr. 
Macdonnell’s motion I do think that the committee on agenda and procedure 
should decide what the procedure shall be. 


Mr. Prose: Mr. Chairman, I have a specific matter which I wish to bring 
before the committee for examination. I support the idea that the Auditor 
General should be available to us, perhaps throughout the duration of the 
sittings of the Public Accounts Committee to deal with any specific matters 
which we desire to refer to him directly, but if I am in order before the vote is 
taken on Mr. Macdonnell’s motion, I would like to move consideration of a 
matter. 

The CuHairMAN: The suggestion which I made previously is not in the 
form of a motion but you will recall that it was to the effect that all matters 
concerning procedure and subjects for discussion should be referred immediately 
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and automatically to the committee on epende and procedure. In view of 
the wording of the motion regarding the appointment of the subcommittee we 
might handle the situation this way. The subcommittee, consisting of the 


members mentioned before, shal! be appointed to report. on all matters relating © 


to procedure and agenda. There should also be added a suggestion that all 
matters concerning order of precedence be automatically referred to the com- 
mittee on agenda and procedure. This morning we have a proposal made by 
Mr. Macdonnell and by Mr. Probe, and perhaps other eentlemen have pro- 
posals for matters to be considered by the committee and those proposals 
would be automatically referred to the committee on agenda and procedure. 
When the committee meets it will decide upon certain steps and report back 
to the main committee. Mr. Sellar, for instance, is at our disposal at all times 
but on some occasions he has to be out of the country as he is one of the three 
auditors for United Nations. Mr. Sellar himself remarked that in connection 
with many public accounts matters Mr. Clark, the Deputy Minister of Finance 
and others might be more able to give us the desired information. The com- 


mittee on agenda will of course try to arrange the days upon which Mr. Sellar » 


shall be called in order to meet with the necessities of his United Nations work. 


Mr. Fiemine: I have just one observation. I do not like your word 
“sutomatically.” I think when we get our work launched it will be found 
desirable and necessary in practically every case that suggestions relating to 
agenda and procedure go to the agenda committee. I am quite sure that when 
the subcommittee meets it will plan its work in advance so that there will 
always be work for the committee to do. I do not think we ought to insert 
the word “automatically” because I think the good sense of the subcommittee 
will take care of any situations of an emergent nature. It might be found, for 
instance, that in some cases a ‘witness is available on short notice but might 
not be available later. Accommodation would be extended to the witness in 
a situation of that kind. If you omit the word “automatically” I think the 
motion will take care of all situations of that kind. 

I have just one other matter to discuss. As I understand Mr. Macdonnell’s 
motion it is to help the committee get started at once. One would hope with 
the considerable amount of work this committee will have to do this session as 
one looks at some of the subjects, we might get started this week. Thursday 
would seem to be the logical day and if the committee would indicate its 
willingness to sit Thursday at an agreed hour, perhaps 11 o’clock, and if the 
committee would indicate something of the work on which it wishes to get 
started, then the committee on agenda and procedure can arrange that course 
without delay. 

I think that Mr. Sellar is the logical man to begin with. The report which 
he will give will be a logical jumping-off place for the work of the committee 
throughout the session because it will be an introduction to other subjects. 

Therefore, it would seem to me, notwithstanding the suggestion made by Mr. 
Macdonnell about our first referring matters to a subcommittee, that Mr. 
Sellar is the logical man to begin with. We might decide at this time to meet 
on Thursday and to call Mr. Sellar at that time. 


The CHAIRMAN: Gentlemen, speaking personally, as cchairman of this 
committee, I think we ought to have a rule to follow. Otherwise, every time 
somebody proposes a new subject we would have to discuss it and iron it out 
in this committee. The word “automatic” may not be the correct word to use, 
although I thought that it fitted the case. So let us say “immediately.” 

I think that any proposal as to the work of this main committee should 
first be referred to the committee on agenda and procedure because, properly, 
the purpose of a committee on agenda and procedure is to iron matters out. 
discuss proposals, and make decisions. 
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The committee might decide to hear Mr. Sellar on such and such a day 
only to learn that Mr. Sellar would be in New York on that day. So I think 
the task of arranging appointments is one for the committee on agenda and 
procedure. Therefore I shall reword the proposal as follows: 


That a.subcommittee consisting of the chairman, the vice chairman and 
Messrs. Burton, Croll, Fleming, Marshall and Mutch be appointed to consider 
and report on all matters relating to procedure and agenda, and that any pro- 
posals concerning order of procedure in the committee shall be immediately 
referred to the committee on agenda and procedure. 

The motion I have just read is moved by Mr. Maybank. So the question 
now before the committee is this proposal: that we appoint a subcommittee 
on agenda and procedure to consider and report on matters relating to pro- 
cedure and agenda, and that immediately there is any proposal as to order 
of procedure it shal! be referred to the committee on agenda and procedure. 


Mr, Maypanxk: Mr. Chairman, I suggest that we change the word “imme- 
diately” to “whenever”. 


The CHAIRMAN: Whenever. 


Mr, Case: Mr. Chairman, in your earlier remarks you referred to the 
steering committee as being in the nature of an automatic body which would 
run the whole show. I think, in view of the fact that Mr. Sellar is the key 
man in relation to the Auditor General’s report, surely this committee is the 
body to make the decisions on such a subject and that the other motion, the 
one relating to procedure, might be referred to the committee which you have 
designated. 


The CHatrMan: I am in favour of our hearing Mr. Sellar but I think we 
should establish a rule now which would hold with respect to the whole com- 
mittee in order to ensure a systematic arrangement. 


The committee on agenda and procedure might sit tomorrow morning, 
or it might sit this afternoon. Then we might have a meeting of this main 
committee on Thursday with Mr. Sellar. 


Let me stress the necessity of our having a definite rule so that the com- 
mittee on agenda and procedure may iron out any questions which might arise 
as to subject-matter. 

All those in favour of this motion will please so indicate. 


A Mempser: What is the motion? 


The CHamRMAN: The motion is that a subcommittee consisting of the 
chairman, the vice chairman and other gentlemen to be selected by the dif- 
ferent parties, be appointed to consider and report on all matters relating to 
procedure and agenda, and that whenever a proposal is made concerning order 
of procedure in the committee, it shall be referred to the committee on agenda 
and procedure. 


All those in favour? I think it is unanimous. The motion is carried 
unanimously. 


Carried. 


Now, we have the first motion as to the order of precedence. The first 
motion to be referred to the committee on agenda and procedure is the motion 
by Mr. Macdonnell. I think there is unanimous consent that Mr. Sellar be 
heard as the first witness, and I shall report to the committee accordingly. 


Mr. Isnor: In connection with the first witness, Mr. Sellar, might I ask 
if he will just make a statement along the lines covered in the Auditor General’s 
report, or will he deal with specific cases? 
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The CHatrMANn: I have already spoken to Mr. Sellar to ascertain whether 
or not he would be available, and he said that he had in mind, as has been done 


in past years, to open with a summary of his views on certain points. So I- 


think it would be advisable if we let him come and make his statement first. 
Then we could ask him questions. And also, if we did not finish with him the 
first day, we might ascertain when he would next be available. 


Mr. Isnor: I had in mind particularly a reference to the net debt which 
is cited on page 26 and I thought’ of making extended remarks as to the saving. 

The CHARMAN: Which item is that? 

Mr. Isnor: It is item 100 entitled Net Debt; and item 101 reads: 


The recorded over-all increase in net debt during the fiscal year was 
$676,119,655.96. | 
I was going to suggest that Mr. Sellar be requested to comment not only 
on the savings, or the decrease of that amount, but the savings affected for that 
year and also to cover the period from 1946 through to the present time. I 
had this in mind because of the differences of opinion in regard to whether or 
not it is wise procedure, or whether or not right policy is being followed in 
reducing our net debt and pleading a saving. And I thought by doing this we 
might get a clearer picture before us. 


The CuarrmMan: Mr. Isnor, would you kindly put your motion in writing 
so that it can go before the agenda committee. 


Mr. Isnor: I should be very pleased to do so. 


The CuatrMAN: Mr. Isnor moved: That the Auditor General be requested 
to prepare and present a statement in respect to paragraph 100 (page 26) 
dealing with the decrease of the net debt for the fiscal year, the saving brought 
about for this particular period, and, as well, for the period 1946-47 to present 
report 1947-48. This motion will be referred to the agenda committee. 


Mr. Prose: I would like now to move that this committee proceed with 
an examination of Indian trust funds, and that the officers of the Department 
of Indian Affairs be asked to prepare such material as the committee might 
require in order to facilitate such an examination. 

The CHarrmMan: Mr. Probe moved: that this committee proceed with the 
examination of administration of Indian trust funds and that officers of Indian 
Affairs Branch be asked to prepare such material as the committee may require 
to facilitate such examination, 

This motion will be referred to the committee on agenda and procedure. 
Are there any other suggestions relating to the work of the committee? 


Mr. Murcu: It would seem that you have enough material before you 
now to keep you going for a couple of months, so I move that we adjourn. 


Mr. Youne: I move that this committee proceed with the examination of 
the contracts and accounts for coal used in the heating of public buildings owned 
or rented by the federal government. 


The CuHairMAN: Moved by Mr. Young: That this committee proceed 
with the examination of the contracts and accounts for coal used in the heating 
of public buildings in Ottawa owned or rented by the federal government. 

This motion: will be referred to the committee on agenda and procedure. 

Mr. Isnor: Before the motion is put, I would like to say to Mr. Young 
that I am anxious to learn something about the coal situation as it applies to 
the coal industry. I trust Mr. Young will agree to reword his motion so as to 
take in the subject of coal supplied to public buildings in the provinces of 
Quebec and Ontario. 

I feel that we are importing altogether to much coal from the United 
States with respect to those two particular provinces, and [ feel that Nova 
Scotia coal should be used to a greater extent, particularly in Quebec. I also 
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think that we should extend our border line in order to use a greater amount 


of Nova Scotia coal in Ontario. Similar remarks might well apply to coal from 
Alberta. I wonder if Mr. Young would be good enough to embody that thought 


~ in his motion. 


The CHaiRMAN: Mr. Young, would you agree to have the clerk of the 
committee embody Mr. Isnor’s suggestion in your motion? 


Mr. Youne: I would be quite happy, Mr. Chairman. 


Mr. Mayspank: Might I suggest that if you would just place a period after 
the word “buildings” it might be sufficient. 


The CHatrMAN: In view of Mr. Maybank’s suggestion we might shorten 
the motion to read: 
Moved that this committee proceed with the examination of the con- 
tracts and accounts for coal used in the heating of public buildings owned 
or rented by the federal government. 


_ This motion will be referred to the agenda committee. 


Are there any other suggestions, gentlemen, as to the work we might perform 
in this committee.” 

Mr. Nicuotson: Mr. Chairman, two years ago the member from Van- 
couver North initiated discussion in the House in connection with the audit of 
the Canadian National Railways accounts. He proposed that the audit should 
be performed by accountants other than the Auditor General. Therefore I move: 
That this committee proceed with an examination of the procedure of auditing 
the accounts of the Canadian National Railways with accountants other than 
the Auditor General. 


The CHairmMAN: Mr. Nicholson moved: That this committee proceed with 
an examination of the procedure of auditing the accounts of the Canadian 
National Railways with accountants other than the Auditor General. 

Before discussion takes place, might I suggest that Mr. Nicholson’s motion 
is out of order because there is a committee of the House especially appointed to 
look into matters of railway and shiping. The committee I have mentioned 
is sitting at this very moment and I suggest that Mr. Nicholson’s motion is a 
proper one to be considered by that committee. I repeat my view that Mr. 
Nicholson’s motion is out of order and that this matter should be referred to 
the committee on Railways and Shipping. 


Mr. NicHotson: Mr. Chairman, before you make your ruling final, might 
I say that it was the member for Vancouver North who raised the question. I 
quite understand that legislation now makes it mandatory for parliament to 
refer this matter to the committee. And I also understand that T i Railway 
Act requires that there be outside auditors. 

The Auditor General in his report at page 4, paragraph 8, ae: reference 
to this matter, and I think it would be a proper question for this committee 
to discuss with the Auditor General. The member for Vancouver North argued 
the matter very well before the House two years ago. I think this committee 
would be a very appropriate place to discuss whether it would be a saving 
to the treasury of Canada if its audit could be performed by accountants other 
than the Auditor General. Mr. Sinclair pointed out the fact that because an 
outside auditor made a suggestion regarding capitalization, he thereby lost 
the contract for a certain period of time. 


The Cuairman: Are the auditors not appointed by an Act of the federal 
parliament? 


Mr. NicHouson: That is right, Mr. Chairman. 
The CuHatrrMAN: Then, how would you suggest that they be appointed? 
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Mr. Burton: Mr. Chairman, while the Act has been passed and while 
steps have been taken, nevertheless I would contend, with all respect, that we, 
as a public accounts committee, have a perfect right to examine into the expen- 
diture of public money. Consequently I do believe that Mr. Nicholson’s motion 
should be referred to the steering committee, and, if possible, arranged for on 
the agenda so that the members of this committee who wish to enquire into 
the expenditure of public money may have an opportunity to get the information 
they desire. Nothing may come of it, but, in spite of the fact of the other 


committee sitting and dealing with the operations of the railways and shipping | 


owned and operated by the dominion government, I submit that we are the 
committee whose function it is to enquire into the question of moneys being 
spent. 


| 
Mr. Jackman: If we should follow Mr. Burton’s suggestion, then this 
committee would have the power to inquire into any department whatsoever. 


Such a procedure would certainly upset the whole scheme of our arrangements. — 


So I would suggest to Mr. Nicholson that if he wants to have an examination 
with respect to the procedure followed by the firm of auditors which audits 
the Canadian National Railways accounts, he first follow the suggestion of 
the chairman that the committee hear Mr. Sellar; in other words, that Mr. 
Sellar first be called to testify before the Railway and Shipping Committee. 


The CuairmMan: Are there any other comments? 


Mr. Fraser: Mr. Chairman, personally I feel that what we are about 
to do is to put the cart before the horse. I believe that we should first hear 
Mr. Sellar. Then, after we have heard his statement, we will be in a better 
position to know what is what because we will have received his ideas. We do 
not want to find ourselves in a position where we cannot study things which 
ought to be studied because our agenda is already clogged up. 

The Cuatrman: All these suggestions from the members of the committee 
will be referred to the committee on agenda and procedure which will, in turn, 


report to the main committee. We are just starting out today and I do not 


think we should close the door this morning. Personally I have no objection 
to our hearing from Mr. Sellar first of all. 


Mr. Fraser: That is what I mean, Mr. Chairman. I submit that Mr. 


Nicholson’s motion should not take precedence over our first hearing from 


Mr. Sellar. 


The CHAIRMAN: We shall look into that question in the subcommittee. 
Mr. Maysanx: Mr. Chairman, I think though that what Mr. Fraser has 
said is substantially correct. We have got a good two or three days’ work lined up 
now with Mr. Sellar, and it seems to me that quite a number of things might come 


up as a result of his being before us; people may have a number of ideas as to- 


what they would like to bring forward. If we start laying out too many things 
now, inevitably some would be thought deserving of precedence over others. 
I do not. want to move, gentlemen, but I should think the agenda committee 
should consider the suggestions already made here this morning and proceed 
on the lines suggested, opening on Thursday with Mr. Sellar. He will be here 
for more than one day, and at the conclusion of his evidence no doubt there will 
be many matters before the committee. We might even get enuogh work lined 
up to last us till Christmas, if people are really interested in following matters 
which may arise to their conclusion. 

Mr. Fiemine: I would like to support fully the remarks made by Mr. 
Maybank, because there is a-very great danger at the present time that we 
might tie our hands too much if these motions which are now being put on. the 
record are regarded as anything more than suggestions. 

The CHatrMan: That is what they are. 
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Mr. Fremine: There is so much in Mr. Sellar’s report that is bound to 


call for questions. I mean, he has made certain comments of a general nature 


in his report, and then he goes on to deal with a great many particular matters. 


When he comes before us as a witness we will be asking for information on 


specific matters. I quite appreciate the point raised by Mr. Maybank; obviously, 
we need to do whatever we can to get ahead with this work, to deal with 
specific matters as they arise and not get turned off on to some other subject. 


“The CHairMAN: Mr. Fleming, may I make the suggestion that if we are 
going to get anywhere we must have order in the committee. The Auditor 


_ General in the public aecounts has covered a vast volume of material, and 


I think if we are going to have orderly procedure in the committee we should 
first, as has been suggested, call Mr. Sellar to make a general statement on 


- which he can be questioned ; and then any further matters which concern Mr. 


Sellar may be brought in in such order as the agenda committee may decide 
as in the best interests of the committee. I am sure the committee do not 
want to lay themselves open for a general discussion of any item which may 
be brought before it. If we do that we may get off on this, that or the other 
subject. I think I have the support of the committee in suggesting that we must 
look to our agenda committee for direction in procedure. My thought. this 
morning was that motions of the kind I have been receiving would be in order 
for reference to the agenda committee. Mr. Sellar can come before us as our 
first witness and give us a general survey of his work; and I presume, in the 
usual way, he will have a general memorandum to submit to the committee 
dealing with questions which he considers of particular importance and interest. 
After that, any other matters to be considered by the main committee will be 
taken up in the order recommended by the committee on agenda and procedure. 
I now propose to deal with Mr. Nicholson’s motion. 


Mr. MacponNELu: I was just going to say you have cleared this up. You 
have pointed out that what we have before us this morning are suggestions as 
to matters to be considered. Then, too, you have made it clear that we are 
gong to have Mr. Sellar before the committee. It seems to me that we are 
all in agreement on that point. 

Mr. Green: Mr. Chairman, is there any serious objection to this committee 
taking up Mr. Sellar’s report to the House section by section? 

The CHarrMAN: I thought that first we would follow the procedure 
established in other committees of this kind; that it would be a benefit to the 
committee for Mr. Sellar to appear before us and deal with what he thinks 
is important and go on from subject to subject. And in doing that I think we 
would be within our powers to deal with Mr. Nicholson’s motion as it relates 
to item 8 on page 4, a mattter which would ordinarily come under the review 
of this committee. At the same time, we have so much work otherwise relating 
to public accounts that it is suggested that Mr. Nicholson might get quicker 
results if he were to bring his motion to the attention of the committee on Rail- 
ways and Shipping which is sitting at the moment. I would also point out 
that his motion would involve an amendment to the Railway Act, because 
the audit procedure followed at the moment comes under the Railway Act. 
That is why I submit the committee on Railways and Shipping would be the 
proper medium before which he should bring that motion. I also make that 
suggestion because of the very great volume of other work which this com- 
mittee now faces. While reference to the matter does not appear in the report 
of the Auditor General, in the public accounts, and therefore it can come 
before -us, there is this other committee which will be sitting much less than 
we are. 

Mr. Nicuotson: I will be very glad to abide by the ruling of the agenda 
committee. I am sure that I would be out of order in suggesting that the 
audit matter be discussed in the committee on Railways and Shipping. 
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The Cuarrman: Then the motion will be feed to the agenda. SOT E 
Mr. Case: And let them finalize it. - 


Mr. GREEN: Would it be possible for us to see the railway comer 


room? 


The CHarrMAN: We will surely try to get a ae room so that each 
member will be able to have a place at the table. 


Mr. Fraser: Then I take it, Mr. Chairman, that the agenda committee 
will not decide on any procedure until after Mr. Sellar has been before the 
committee? 


The Cuarrman: No, that is the proposal ready agreed to. All I can say 
at the moment, gentlemen, is that it will most probably be that; but if we are 
to have order we have to abide by what we have decided to refer to our com- 
mittee on agenda. 

Gentlemen, if it is agreeable to you, the committee on agenda and procedure 
will meet shortly. I will send notices to the members and probably we will 
commence our meetings on Thursday morning, but I want to consult with Mr. 
Sellar before fixing a date. So, if you agree, the committee stands adjourned 
to the call of the Chair. 


The committee adjourned sine die. 


oe 


MINUTES OF EVIDENCE 


House or Commons, 
March 31, 1949. 


The Standing Committee on Public Accounts met this day at 11.00 a.m. 
The Chairman, Mr. L. P. Picard, presided. 


The CHairMAN: Gentlemen, we have a quorum. 
I wish to report first on the work of the committee on agenda. 


The subcommittee on agenda and procedure met on Tuesday, March 29th, 
and has agreed to recommend: 


1. That the next meeting of the committee be held at 11.00 o’clock a.m., 
on Thursday, March 31st, and that the Auditor General, Mr. Watson Sellar, 
be requested to prepare and present at that meeting a statement in respect 
of certain matters which he considers important. It is also reeommended that 
the business of the meeting be confined to the presentation of this statement 
and questioning of Mr. Sellar on it. 


2. That the next meeting of the subcommittee to consider agenda be held 
as soon as practicable after Mr. Sellar has been heard. 


3. That each member of the committee be furnished with a copy of any 
brief or statement prepared for the committee’s information. 


Now, we discussed at the same meeting of the committee on agenda the 
question of Mr. Nicholson’s motion: 


That this committee proceed with an examination of the procedure 
of auditing the accounts of the Canadian National Railways with account- 
ants other than the Auditor General. 

‘We came to the conclusion that this should be ruled out of order on the 
ground that it deals with a matter which is beyond the scope of the committee’s 
order of reference. It is suggested that such a motion might properly be made 
in the Sessional Committee on Railways and Shipping, owned and _ operated 
by the government. 


I met Mr. Nicholson personally and suggested that as he was a member 
of the other committee that he might bring the matter to their attention. This 
he declined to do considering that this committee was the place where it should 
be brought up. I have reserved final decision on the matter and will consult 
further with the authorities in the persons of the law officers of the Crown, 


‘and the Clerk of the House if necessary. But at the present time I might say 


this with reference to his motion, that it appears to be outside our jurisdiction 
for two reasons particularly; first of all, there is the Committee on Railways 
and Shipping owned and operated by the government sitting at the moment and 
while that committee is sitting, members of the House are not allowed to raise 
any matter pertaining to that committee as long as it is sitting, or until in fact 
its report has been brought down in the House. We as a committee are a 
creature of the House and we are in the same position as members when it 
comes to dealing with a matter of this kind. 


Mr. Prope: Might I digress there for a minute; is that true only so long 
as that committee is discussing the matter in question? 

The Cuarrman: So long as it continues in operation. On that point I 
would refer you to Beauchesne, volume 2, paragraph 602 on page 181 where 


-It says: 
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Committees are regarded as portions of the House and are limited in 
their enquiries by the extent of the authority given to them, but governed 


for the most part im their proceedings by the same rules which prevail 
in the House. B.464. ig 
Then paragraph 665, page 195 reads: 


Until the report and evidence have been laid upon the table, it is 
irreecular to refer to them in debate, or to put questions in reference to 
the proceedings of the committee. M.440. HS 
After that committee has made its report I do not see why it should not 
be brought up here providing it comes within our terms of reference. But the 
second reason why we think it is out of order is because Mr. Nicholson has 
relied on item 8 of Mr. Sellar’s report to show that it is within our authority. 
Now, the comment of the Auditor General contained in item 8 of his report 
refers to certain advances made from the consolidated revenue fund by the 
Minister of Finance to the Canadian National Railways. The Auditor General 
suggests that the provisions of the Canadian National Railways Financing 
and Guarantee Act 1948, under which these advances were purported to have 
been made, are not retroactive and that, therefore, a portion of the advances 
authorized by Order in Council P.C. 805 of February 26, 1948, are irregular. 

It is submitted that the Auditor General’s remarks are a comment on funds 
disbursed by the Department of Finance and have no bearing on the method of 


audit of the accounts of the Canadian National Railways; and that, on this © 


ground also the motion should be ruled out of order. 

So, as I said, we will let the matter stand in abeyance for the present and 
in the meantime I will consult the law officers of the Crown and, if necessary, 
the Clerk of the House; but at the moment I do not think it comes within our 
terms of reference. 


Mr. Burton: Then we can leave the matter in abeyance for the present. 


The CHarrMaAn: Yes, and I will bring a further report to the committee 
at a later stage. 

Now, gentlemen, we have Mr. Sellar with us this morning and I suggest that 
we permit him to carry on in the customary way, to present his brief without 
interruption; then we will go back over it item by item for a full and complete 
discussion. 


Watson Sellar, Auditor General, Called: 


Mr. Seviar: Mr. Chairman and gentlemen, the instructions I got were to 
bring with me a memorandum on such items as I consider to be important, 
and that allowed me some discretion in the selection of material. What I regard 
as being important are those transactions which might be regarded as the 
accounting control of the House of Commons over public funds; therefore, what 
IT am submitting to you this morning pertains to that phase of the audit which 
was the big phase of the last year. I have prepared a memorandum and if you 
will permit me to I will just read it to you. 

Mr. SELLAR: 


_ 1. The accounts of the government of Canada are competently main- 
tained. Paragraph 2 of the audit report draws attention to the volume and 
diversity of transactions and throughout the report notice is directed to various 
administrative practices and procedures. The reason is that I am of the 
opinion that a gap would be filled were some rulings or directions given by the 
Public Accounts Committee to the end that the influence of parliament 20eSs 
beyond the grant of money or the right to levy taxes. Paragraphs 7, 9, 11, 15 
27, 70, 74 and 78 touch on questions of administration which also have elements 
of interest to the legislative side. In this submission I propose adding explana- 
tions to the texts of paragraphs 3, 4, 30-35, 91 and 94, because the interest is 
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+ Tess with respect to present or past policy than with future application. The 
_ listing of paragraphs is not exhausive; moreover, in some instances like pro- 
_ blems are presene in more than one paragraph. An illustration is the point in 
paragraphs 62 and 91. In both, the question really is whether a strict legal 
interpretation should be applied to problems which are really of accounting 
and financial nature. Many years ago the British Public Accounts Committee 
c _Telieved the law officers of full responsibility for applicaticn where the point of 
Ny law was, in fact, incidental to questions relating to accounting and financial 
practices. In such circumstances, the committee made the lords of the treasury 
primarily answerable to parliament. In Canada, we still burden the Deputy 
Minister of Justice with all such problems. 
2. Utihzation of Votes: In paragraphs 30-35 it is noted that while annual 
appropriations for 1947-48 approximated $1,350 millions, about $245 millions 
_ lapsed unused. Many lapsings stem from decisions to postpone works because 
— of searcity of labour and materials. However, the submission of supplement- 
taries on March 19—less than a fortnight before the year ended—permits tests 
to be made of the accuracy of departmental estimating of requirements. The 
supplementaries included 83 items having the words “further amount required.” 
These amounted to about $30,700,000. Of this amount, $10,670,000 was not 
used. In fact, 23 votes, involving $7,400,000, were not used at all; in 56 votes, 
-. totalling about $17,000,000, there were lapsings of $38,270,000, and in only 
- four, totalling over $6,300,000, was the full amount spent. 
; A characteristic of the Canadian system of presenting estimates is to 
divide services into a multiplicity of items. If the various subheads for public 
works’ projects and for steamship subventions are rated as the equivalent 
of items, the House considered over 1,300 in 1947-48. What this means may 
be illustrated by glancing at the votes for the Department of Transport, which 
- is a big department with varied, yet interlocking, activities. In 1947-48 that 
department had 72 votes and 7 statutory primary accounts. In 8 instances there 
was no departmental administrative responsibility—the C.N.R. deficit is an 
example. Eliminating these, 71 accounts record application given to grants 
which approximated $51,400,000. The expenditures were about $43,800,000, 
with 58 accounts reflecting 20 per cent of the outlays. In other words, 80 per 
cent of the expenditures were conveniently controlled by 13 votes, while the 
remainder required 58 votes. 
Three years ago the United Kingdom Public Accounts Committee reported 

that: 


= 


The comptroller and auditor General stated that the detailed form 
of the statements of new works appearing in the pre-war estimates and 
appropriation accounts was designed many years ago when it was thought 
desirable to secure parliamentary control over capital expenditure in great 
detail. He thought that the effect had been under modern conditions that 
the estimates and accounts became loaded with voluminous particulars 
of works of no especial magnitude or importance and rather bewildering 
to parliament. 

Your committee are in agreement with the view expressed by the 
comptroller and Auditor General in evidence that a reversion to the very 
detailed form of the pre-war statements of works services is to be deprecated 
and that some new standard should be adopted. They think that the 
adoption of a higher limit than before the war for the display of individual 
works should secure greater prominence for the most important works 
undertaken and give parliament all that is necessary for controlling capital 
expenditure. As regards the appropriation accounts they feel that some 
further simplification might be considered with a view to including details 
of the important works only in cases where there was an appreciable 
variation from the estimates. 
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That committee has since approved of various consolidations. Appendix — 
“A” reproduces paragraphs of the committee’s reports on the subject in the | 


last three years. ip 
I feel that, pending a complete overhauling of the system, it might be 
suggested that (a) various vote items be consolidated, and (b) the actual 


expenditures in the last completed year be placed opposite each item, rather 


than the previous year’s estimate. 

3. Financial supervision of the Governor in Council: ; 

Parliament controls over-all expenditures by the text of votes. It seeks 
to preserve control, after appropriation, by stipulating in various statutes 
that payments be subject to the approval of the Governor in Council. As 
the grant is to the Crown, at first glance it seems inconsistent to consider the 
Governor in Council as a parliamentary check against abuses, but the true 
intent, I think, is aptly stated in a leading case of Australia: 

The theory that the Crown chooses its ministers is over-shadowed 
by the constitutional rule that it chooses only such as possess the confidence 
of parliament; and the theory that ministers execute the royal will 
accommodates itself to the fact that the royal will is to do what parliament 
desires. 

I sometimes wonder if the volume of routine now loaded on the Governor 
in Council is not blurring the aim of various statutory directions. For that 
reason, notice of the existing burden is taken in paragraph 4. To illustrate the 
situation, a tabulation is now offered of 266 financial orders in council issued 
between January 21 and February 1, 1949, and which were required by various 
statutes. ‘That period is used because (a) it contains ten working days, and 
(b) parliament convened in the period, so a presumption is that the cabinet 
had also many problems of public policy to consider. The classification is: 

49 authorized works contracts involving $5,000 or over; 

41 Granted superannuation or pensions to civil servants, service force 

members, etc.; 

35 authorized purchases of supphes by Canadian Commercial Corporation 

for National Defence; 

30 approved recommendations of the Civil Service Commission respecting 

departmental establishments; 

21 approved recommendations of the Civil Service Commission respecting 

rates of pay to civil service classes; 

18 approved enfranchising individual Indians and use of Indian band 

funds, ete.; 

14 dealt with statutory regulating powers; 

14 authorized leases or sales of Crown property; 

12 made appointments to offices—judges, senators, etc.; 

9 approved tax or duty remissions recommended by the Treasury Board; 
6 
6 
6 
2 
2 
1 


approved proposed agreements with other governments; 

dealt with the sale of treasury bills, ete.; 

made appointments to positions exempted from the Civil Service Act: 
approved cold storage subsidy agreements; ; 
authorized establishing house-to-house mail deliveries in two towns; 
dismissed a civil servant sentenced to gaol for theft. 

At confederation a public work involving $5,000 may have been one of 
some importance. Labour and materials’ costs do not now permit much to be 
done for $5,000, yet section 36 of the Public Works Act requires any contract 
of $5,000 or over to be authorized by the Governor in Council. There was a 
principle involved when grant of superannuation or pension involved an im- 
mediate decision of policy; now civil servants, etc., contribute throughout their 
years of employment, and age limits, ete., are regulated by legislation. The 
grant of pension is, in fact, a routine act. Likewise it seems unreasonable 
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to require the cabinet to validify a decision of the Civil Service Commission to 
amend the establishment in branch x, of division y, of department z by 
substituting a position of one classification for. that of another. The making of 
regulations, on the other hand, is certainly within the field of the Governor 


in Council, as are appointments to offices, the ratifying of terms of agreements 


with other governments, etc. It 1s not necessary to go over the whole list. It 
is proffered simply to suggest that in the revision of the statutes it may be 
in the interests of parliament to have existing directions to the Governor in 
Council reconsidered, 


4. Foreign Exchange Control Act: The statute provides that “under the 
control and direction” of the Minister of Finance, a board shall operate and 
manage the Exchange Fund Account, which is, by the Act, a “special account 
in the name of the Minister of Finance.” The board consists of the Governor 
of the Bank of Canada and five senior civil servants. The Bank of Canada 


serves the board without remuneration. Authorized dealers are, by section 


17, remunerated for their services out of the exchange fund account. Any other 
costs of administering the Act are, by section 13, to be paid out of moneys 
provided by parliament. Section 5 declares that the then existing exchange 
fund account “is continued.” 

The fiscal year of the board is the calendar year. It commenced operations 
on January 1, 1947, with a net deficit in the exchange account of $28,807 ,124.67, 
representing the net outstanding loss arising out of the return to par of the 
Canadian dollar in relation to the U.S. dollar. Replying on section 7(1) of the 
Act, which reads: 

The minister may make advances to the exchange fund account out 
of unappropriated moneys in the consolidated revenue fund on such 
terms and conditions as the Governor in Council may prescribe. 

the Governor in Council approved, in January, 1947, advances of $1,275,000,000 
at an interest rate of ths per centum per annum. On December 31, 1947, 
after payment of interest charges of $5,100,000, the board had net earnings 
of over $10,800,000. Before certifying the annual statement, I suggested 
to the chairman that he secure an opinion from the Deputy Minister of Justice 
whose reply sets out the points I raised. It reads: 

At the suggestion of the Auditor General, you have referred to me for 
an expression of opinion two questions relating to the operation of the 
exchange fund account. The first of these is as follows: 

(1) Is the interest charge for advances by the consolidated 
revenue fund to the exchange fund account a proper charge? 

Section 7 of the Foreign Exchange Control Act authorizes the minister 
to make “advances” to the exchange fund account out of unappropriated 
monies “on such terms and conditions as the Governor in Council may 
prescribe.” One of the terms and conditions prescribed is that amounts 
advanced in the exchange fund account ‘‘shall bear interest at the rate 
of 54ths per centum per annum”. Mr. Sellar points out quite accurately 
that ordinarily a relationship of creditor and debtor is a condition pre- 
cedent to the creation of an interests liability. It is quite true that the 
minister in his capacity as Receiver General cannot, strictly speaking, 
stand in the relationship of creditor towards himself in his capacity as 
minister having control and direction of the exchange fund account. Never- 
theless, parliament has by section 7 authorized the minister to “make 
advances to the exchange fund account,” thus establishing a statutory 
fiction that the relationship of debtor and creditor does exist. The 
employment of the word “advances” effects this result; otherwise, section 
7 roust be regarded as a nullity. 
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as an auditor, unnecessarily to ‘strain at a gnat’. It is unnecessary to super- 
impose interest charges to make certain that all net earnings are annually 
surrendered, because section 8 of the Act directs an annual surrender to consoli- 
dated revenue fund of 


Minister of Justice indicates that current earnings in the exchange fund account 
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This being the situation, it appears to me quite proper and in order _ 
for the Governor in Council to prescribe such terms and conditions in — 


relation to the “advances” as if genuine advances or loans were in con- — 


templation and one of these terms or conditions would naturally be a 
provision for the payment of interest. I would answer the question, 
therefore, in the affirmative. : ‘ 


The second question submitted is: | 
(2) Has the account monies in hand which are required to be 
surrendered in accordance with the provisions of section 8 of the Act? 


According to my information, the operations of the Foreign Exchange — 
Control Board from the date when it commenced operations on January 
1, 1947, to the end of the calendar year resulted in earnings or interest — 
being realized which, after deducting amounts paid pursuant to section 
17, amounted to $10,817,631.27. 


The question is whetheer, in view of section 8, this amount should be ~ 
turned over to the consolidated revenue fund, notwithstanding that 
losses in excess of this amount were sustained by the fund prior to the 
commencement of operations just mentioned. The question in my 
opinion should be answered in the affirmative. Section 8 does not — 
appear to me to be open to any other construction. 


The Auditor General further asks whether the “interest” payments 
above-mentioned are to be out of moneys provided by parliament for costs 
of administration. I am of opinion that the charges in respect of “interest” — 
are not ‘costs’ since there is no actual disbursement and must be charged 
to or against the fund itself. 


With all proper respect for opinions of the law officers, this seems to me, 
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the amount of the earnings or interest from gold, currencies, deposits, 
securities and other investments or dealings therein or therewith credited 
to the exchange fund account. | 


5. Receiver General Balances: The opinion (above quoted) of the Deputy 


may not be applied to liquidate a $28,807,124.67 deficit existing in the account 
on December 31, 1946. Thus, consolidated revenue fund is short that amount. 
As no action was taken last session to recoup consolidated revenue fund, the 
situation is noted in paragraph 91. ; 


Paragraph 94 draws attention to certain trading transactions affecting 


the securities investment account, where a somewhat similar problem is present 
From time to time the Receiver General has large bank balances. An order 
in council made in 1941 has as its purpose that of regulating temporary invest- 
ments by him. It directs the Receiver General: (a) to trade only in securities 
of Canada; (b) to credit interest earnings to revenue, (c) to retain profits 
in the account, and (d) to charge any trading losses to war appropriation. An 
authority relied on to make the order is the Loan Act, 1940, of which the 
material part of section 2 is: . 


2. The Governor in Council may ... raise by way of loan . . . seven 
hundred and fifty million dollars, for paying or redeeming the whole or 
any portion of loans or obligations of Canada, and also for purchasing 
from time to time unmatured securities of Canada to be withdrawn from 
circulation or resold, and for public works and general purposes. 
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In 1942-438 there was like legislation for $750 millions and in 1944 for one 
pillion dollars. No proceeds of any loan have been specifically set aside for 
uy operations of the securities investment account. With respect to operations 
in the 1948 financial year, the Deputy Minister of Finance states in his intro- 
- duction to the public accounts: 


eh . . . As shown in the above table the net reduction in the government’s 
| outstanding funded debt during the year was $582 millions. In addition, 
however, an amount of $410 millions in government of Canada bonds 
was purchased from the public and transferred to securities investment 
account. These latter securities may be held as temporary investments of 
surplus cash balances, or until the securities mature or are cancelled, 
but their purchase for purposes of this account has the same economic 
effect as the retirement of debt. (p. xiv) 


i . The cost of securities held in the trading account on March 31, 1948, 
* is recorded as $686,820,000, with a par value of $660,364,000. Since trading 
- operations commenced under sanction of the Order in Council, over $32,400,000 
has been paid, by way of interest earnings, to revenue. As of March 31, 1948, 
“a profit balance of over $10 millions on completed transactions was recorded. 


The direction of the Governor in Council ‘‘that any net profit shall remain 
to the credit of the investment account until the Minister of Finance otherwise 
_ directs,” I feel, clashes with terms of the Consolidated Revenue and Audit Act, 
1931, which includes as definition: 


“public moneys”, “public revenue’, or “revenue” means and includes and 
applies to all revenue of the Dominion of Canada, and all branches thereof, 
including any fees required to be paid under any rule or standing order 

of the Senate or House of Commons, and moneys received through the 

sale or pledge of securities and moneys borrowed, and all moneys, whether 
arising from duties of customs, excise or other duties, or from taxes, or from 
post office, or from tolls for the use of any canal, railway or. other public 
work, or from fines, penalties or forfeitures or from any rents or dues, or 
from any other source whatsoever, whether such moneys belong to Canada 
for or are collected by officers of Canada for or on account of special 
purposes or in trust for any person or for any province forming part of 
Canada, or for the government of Great Britain, or otherwise; 


The $10 million profits are real monetary gains and the oreace ‘from any 
other source whatsoever” is all-embracing. For such reasons [ think the profits 
should be credited to revenue. If that view is the proper one, the situation is 
that unless securities, now held, of a par value of $660 millions, are resold 
before maturity at prices which produce $686 millions, there will be an 
unauthorized expenditure of $26 millions, despite the large earnings by way 
of interest and resales. 


In view of the large sums which the Receiver General has on hand from 
time to time, it is obviously desirable that he be in position to employ idle 
balances; but a practice of purchasing above face value introduces an element 
of risk, unless it be permissive to offset by using earnings and profits on other 
transactions. Appendix ‘“B’’ outlines a securities’ trading transaction (where 
a loss resulted) which was reviewed by the British Public Accounts Committee 
many years ago. 


6. The National Capital Area: It is anticipated that large expenditures 
will be made, from time to time, in developing the national capital area. For 
that reason, paragraph 3 draws attention to the legislation now regulating the 
Federal District Commission. A question of public policy seems to be whether 
an effort should be made to recover a.portion of the cost. For example, assume 
that the decision is to create a parkway along ariver. Should adjacent property 
holders, whose lands materially increase in value as a result, pocket the capital 
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gain, or should the policy be to acquire more land than is needed for the 
project with the intent to resell after the work has enhanced values? If the 


project. were an ordinary municipal one, financed on the credit of the munici- __ 


pality, no objection need be taken to owners profiting thereby, but when the 
scheme is national in perspective and financed by the country as a whole, it 
seems reasonable that as much of the cost be recovered as may be practicable. 
But such a policy would put the Federal District Commission into the real — 
estate business and present the question of the means which might be employed — 
to acquire property to be held for resale. In such decisions as city of Sydney v. 
Campbell [1925] A.C. 338 and Boland v. C.N.R. [1927] A.C. 198, the trend of 
thought does not appear to support use, by a statutory body, of the Expropria- 
tion Act, in its present form, whenever the real objective is to acquire land in 
order that it may be resold at enhanced values after improvements have been 
made in the area. on , 
The joint resolution of 1948, which approved, in principle, developing a 
national capital area, stated: | 
That it is desirable that the work necessary to this end be under the 
supervision of the Federal District Commission, distinct from its ordinary 
operations. . 


and Vote 809 of the 1948-49 appropriations reads: 
To authorize the establishment of a special account in the consolidated 

revenue fund, to be known as the national capital fund, consisting of such ~ 
amounts as may be appropriated by parliament for the purpose out of 
which the Minister of Finance may from time to time, on the recommenda- 
tion of the president of His Majesty’s Privy Council for Canada, pay to 
the Federal District Commission amounts to be expended by the Federal 
District Commission with the approval of the Governor in Council for 
the construction, operation and maintenance of works or projects within 
the national capital district in keeping with an approved general plan for 
the improvement and development of the national capital and not in the 
nature of ordinary municipal improvements—amount required for the fund, 
to be effective July 1, 1948. The figure is $2,500,000. 


While there is no doubt as to the intent that the Federal District Com- 
mission act as an agent or servant, it may be that, in the event of litigation, 
the courts would ignore the text of the joint resolution and look only at the 
vote and the Federal District Commission Act. Neither of these clearly indicates 
a power to carry on major commercial enterprises for profit. It is for such 
reasons that I feel it would be prudent to control the financial application of. 
national capital area projects by more precise legislation than is now on the 
statutes’ books. 


The CuarrMan: What about the appendices, gentlemen? Would it be in 
order to have them read at this time? You may go on, Mr. Sellar. 
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APPENDIX (A? 
(Referred to under heading No. 2, page 2.) 


The WITNEss: 


Extract from the Fourth Report from the 
Committee of Public Accounts, 1945-46: 


4. Before the war Estimates for Works Services recorded in detail new 


works costing over £2,000 (Civil Estimates) or £2,500 (Defence Estimates) 
and, in a bulk figure, those costing less than these amounts but over £500. 


New works costing £500 or under were included in Estimates under the Main- 
tenance and Repairs heading. Expenditure on these Works Services was 


-recorded in the Appropriation Accounts broadly in the same detail as in the 


Estimates. During the war no details of individual works items have appeared 
in the Estimates or Appropriation Accounts of the Defence or Supply Depart- 


ments. 


Following the decision not to ask Parliament for Votes of Credit in 1946- 
47 and to present ordinary Estimates for that year, the Treasury reviewed the 
form of estimates for works services. Considerable difficulties presented them- 
selves in estimating and accounting under seperate items for the smaller items 


of New Works, and in forecasting the details of individual items forming part of 


approved programmes. The Treasury consequently proposed that in both 


~ Civil and Defence Estimates for 1946-47, only works costing £10,000 or over 


should be recorded in detail, items costing less than £10,000 being shown in 
bulk as New Works if costing £1,000 or over, or included in the total for main- 
tenance and Repairs if under £1,000. These proposals were referred to Your 
Committee in October, 1945, and they did not feel that their work would 
be hampered by the changes. When the Estimates for the Defence Services 
(and the Ministry of Supply) came to be prepared, further difficulties arose. 
It proved impossible in the time available to make a final selection, for inclusion 
in the 1946-47 Estimates, from the many works of rehabilitation necessary, 
or to prepare proper estimates of total cost, or to arrive at decisions on security 
aspects. The Estimates of the Defence Departments and the Ministry of Supply 
for 1946-47, as published, therefore, omit all details of individual new works, 
but a statement giving details will be presented to Parliament later. Your 
Committee and the Select Committee on Estimates, which was set up on 5th 
March, 1946, will be further consulted before this statement is presented. 


5. The Comptroller and Auditor General stated that the detailed form 
of the Statements of New Works appearing in the pre-war Estimates and 
Appropriation Accounts was designed many years ago when it was thought 
desirable to secure Parliamentary control over capital expenditure in great 
detail. He thought that the effect had been under modern conditions that 
the Estimates and Accounts became loaded with voluminous particulars of 
works of no especial magnitude or importance and rather bewildering to 
Parliament. 

‘Your Committee are in agreement with the view expressed by the Comp- 
troller and Auditor General in evidence that a reversion to the very detailed 
form of the pre-war statements of works services is to be deprecated and that 
some new standard should be adopted. They think that the adoption of a 
higher limit than before the war for the display of individual works should 
secure greater prominence for the most important works undertaken and give 
Parliament all that is necessary for controlling capital expenditure. As regards 
the Appropriation Accounts they feel that some further simplification might 
be considered with a view to including details of the important works only m 
cases where there was an appreciable variation from the Estimates. 
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Extract from the Third Report from the — HES hig ae ae. 
Committee of Public Accounts, 1946-47: f oa 

10. The Public Accounts Committee of 1945-46 were petite: ‘abate the a 
form of estimates for works services proposed by the Treasury as a result of 


the decision not to ask Parliament for Votes of Credit in 1946-47. In para-_ 4 
‘ graph 5 of the Fourth Report they agreed that the reversion to the very. ~ 
detailed form of the pre-war statements of works services was to be deprecated. | 4 


They thought that the adoption of a higher limit than before the war for the 
display of individual works would secure greater prominence for the important 
works undertaken and would give Parliament all that was necessary for con-_ 
trolling capital expenditure. The Treasury welcomed this suggestion. 


11. The Treasury suggested to your Committee and to the Select Com- 


mittee on Estimates that, for reasons of security and the difficulty of getting — ia 
out normal estimates for works services, the services of the Defence Depart- 


ments and the Ministry of Supply should no longer be set out in detail, but 


grouped under broad headings. These proposals were accepted for the years 


1946-47 and 1947-48, continuance on this basis to be subject to further review. 
The Treasury, in making these proposals, had suggested that further informa- 


tion beyond that published could be made avaliable in evidence and Your — 4 


Committee accordingly asked them to consult with the Comptroller and Auditor 
General on the point. Your Committee understand that, as a result of this 
consultation, arrangements will be made to furnish the Public Accounts Com-_ 
mittee next year with a list of the estimates for, and expenditure on, new 
works services of £100,000, or more, related to the 1946-47 Accounts. A similar 
course will be adopted, where appropriate and necessary, to supplement the — 
published information on works services in other Civil Department Votes. 
Your Committee recommend that the proposed arrangements be accepted and 
reviewed by the Public Accounts Committee next year. ; 
Extract from the Second Report from the 

Committee of Public Accounts, 1947-48: 


1. The Appropriation Accounts for 1946-47 were the first to be presented 
since the ending of the wartime Votes of Credit. Like the Estimates, the 
Accounts were prepared as far as possible on the same lines as before the war, 
but they did not always include the same detailed information, mainly because 
of manpower difficulties and the uncertainties of the immediate post-war 
period. . 

2. The Public Accounts Committee of 1946-47 agreed, in paragraph 11 of 
their Third Report, to the abridgement of the New Works Statements in the 
Accounts for 1946-47 and 1947-48, on the understanding that the Departments 
concerned would furnish statements of the estimates for, and expenditure on, 
new works services of £100,000 or more. Your Committee were duly furnished 
with these statements. They found them sufficient for their purposes and 
recommend that these arrangements be continued in future years. 


3. Further suggestions were made in evidence for simplifying t the Accounts, 
e.g., by raising the minimum of individual losses requiring notation in the 
Accounts, the omission of statements of extra remuneration and of some 
appended accounts, etc. Your Committee recommend that the Treasury should 
review these suggestions in conjunction with the Comptroller and Auditor 

xeneral and the Departments concerned. 


Appendix “B” (Referred to under heading No. 5, page 6.) 
The Public Buildings Expenses Act, 1898, provided that: 


1, (1) The Treasury shall issue out of the Consolidated Fund or the 
growing produce thereof such sums, not exceeding in the whole two million 
five hundred and fifty thousand pounds, as may be required by the Com- 
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missioners of Works for defraying the costs of the purchases, buildings 
and works specified in the schedule to this Act, whether incurred before or 


after the passing of this Act. 


(2) Any sum so issued may, so far as not immediately required, be 
invested in such manner as the Treasury direct, and any interest thereon 
shall be applied for the purposes of this Act. 

The Fourth Report, 1903, from the Public Accounts Committee includes 


ve : the following: 


3. Your Committee think it right to eall attention to the serious loss 
which has resulted from the investment by the National Debt Commissioners 
of the funds issued to them for temporary investment, under the Public 
Buildings Expenses Act, 1898 . 


Your Committee would point out that Consols, being liable to fluctua- 
tions, are more suitable for permanent than temporary investment, and 
would invite the Treasury to consider whether in similar cases hereafter 
such investments should not be made in Treasury Bills or in some other 
securities in which the capital sum would not be liable to diminution. 
The resulting Treasury Minute, dated December 24, 1908, reads: 

The Committee draw attention to the loss which has occurred from 
the investment mainly in Consols of the sum of £2,360,000 which was 
issued to the National Debt Commissioners under this Act. The Consols 
were purchased for the most part at the high prices which obtained in 1898 
and a part of the year 1899. The subsequent sales of Consols which have 
been effected from time to time, as money was required for the purposes of 
the Act, have necessarily been made at a much lower range of prices. Since 
the date of the Committee’s report, parliament has made provision for 
meeting this loss, an issue having been authorized by the Public Buildings 
Expenses Act, 1903, of £80,000 being the estimated amount of the net 
loss from depreciation of securities after allowing for the gain to the Fund 
from interest on its investments. 

My Lords take note of the Committee’s view that Consols, owing to 
their liability to fluctuation, are more suitable for permanent than for 
temporary investments, and that in the investment of a fund such as the 
one now in question, Treasury Bills should be preferred, or other securities 
in which the capital of the fund would not be liable to diminution. My 
Lords readily agree that, when a definite sum of money has been allocated 
by Parliament for investment for a particular purpose, every care should 
be taken that the mode of investment shall be such as to give the utmost 
possible certainty of the money in its entirety being available as and when 
required. They desire, however, to point out that up to the time at which 
the investments for the Public Buildings Act Expenses Fund were made, 
and for many years before, Consols were regarded as an eminently satis- 
factory security for this purpose. Consols were preferred for such invest- 
ments pecisely on the ground that they could be bought or sold, in any 
quantity, and at any time, with a minimum risk of variation in the price. 
The fluctuations which have marked the price of Consols in recent years 
had not begun to show themselves in the spring of 1899, nor was it possible 
then to foresee the rapid fall which was in fact impending. 

It has also to be observed that, under present circumstances, if the 
investment of a similar fund had to be considered, there would be no 
dificulty in complying with the view of the Committee that short term 
securities like Treasury Bills should be chosen. There is now a large 
amount of Government securities of that class in existence, but the great 
bulk of them have been created since the period at which the buildings fund 
was invested. At that time there were no securities of the kind except 
Treasury Bills, and the quantity of those bills had been reduced to the 
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lowest limit which was deemed compatible with their retention as an effective 4 
means of raising money for the Exchequer. “There would have been some ~ 
risk of defeating this object if the Government had taken out of the hands — 


of the public for a series of years a considerable proportion of the limited 


issue of those bills. 
Appendix “A”. Extract from the fourth report from the Committee of 


Public Accounts, 1945-46. 


By Mr. Fleming: 


Q. This refers to the United Kingdom?—A. It is all the United Breeton 
both the appendices are for the United Kingdom, Public Accounts Committee. 
I could summarize them both for you if you like. The general conclusion that 
they reached in the Public Accounts Committee in England was: That they 
would not put in an individual vote for any work project for less than £100,000. 
That is the minimum figure they are taking for their works project. The rest 
are to be consolidated into votes. They have tried that method for over two 
years, and the Public Accounts Committee found it to work quite satisfactorily. 

Appendix “B” deals with the loss of money by peg it. 


By Mr. Bradette: 


Q. That refers to the United Kingdom as w ell?—A. Yes, Mr. ‘Bradette, 
the United Kingdom. 


By Mr. Isnor: 


Q. Would the vote be broken down in the Auditor General’s report?— 
A. Yes, sir. They break it down in some detail in their vote, but they do not 
vote subheads. 


By Mr. Cleaver: 


Q. It is one single vote, notwithstanding the subheads?—A. Yes, sir. 
By Merl snor: 


@. You mean in discussions it 1s considered as £100,000 vote. There is no 
discussion in regard to the items? 

The CuHarmMan: I am sorry to interrupt you, Mr. Isnor, but before we 
began with Mr. Sellar today, we established a rule that we would not ask any 
important questions until we came to the end of his reading of the summary. 
After that members may ask questions starting with number one. 

Mr. Isnor: Well, Mr. Chairman, I was here at the opening of the meet aie 

The CHairMAN: I am sorry. 

Mr. Isnor: I understood that Mr. Sellar had already completed his state- 
ment. 

The CuHarrMan: No, Mr. Isnor. I think it would be more satisfactory, if 
you do not mind, to carry on until the completion of Mr. Sellar’s comments. 

The Wirness: I would like to answer that question afterwards. The second 
point had regard to losing money by investing it. In 1898 they passed a blanket 
Act, authorizing the Commissioner of Works to construct a series of publie 
buildings over a number of years. And for that purpose they appropriated 
£2,550,000. That money was turned over to the national debt commissioner 
to invest until the money was actually needed. The money was invested in 
consols. Consols were selling at a high price, but the South African war came 
along and the price of consols broke badly. As a result, £80,000 were lost, 
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when they sold out. In that case the Public Accounts Committee dealt with 
the matter and criticized the investment in a security which was liable to 


fluctuate. The committee said they should have invested the money in treasury 


_ pills. However, a new appropriation was obtained from parliament to make 
good the deficit. 


By Mr. Bradette: | 


Q. Those were British consols?—A. Yes. Now, the question has been 


raised over this £100,000 which they used in England. 


The. CHAIRMAN: Excuse me, Mr. Sellar. Up to now I have insisted on 
following a certain order. So I think we should refer to article No. 1. 

Mr. Fuemine: Might I ask about the printing in the proceedings of these 
two appendices, Mr. Chairman? I suggest that they be printed. 

The CHarrMAN: Yes, Mr. Fleming. The whole memorandum and appen- 


dices will be printed in our records. Are there any questions with respect to 


‘item 1, on page 1? 


By Mr. Fleming: 


Q@. I wonder if Mr. Sellar would enlarge on the practice which obtained in 
Britain as outlined in the third sentence from the end of paragraph 1, reading 
as follows: “Many years ago the British Public Accounts Committee relieved 
the law officers of full responsibility for application where the point of law was, 
in fact, incidental to questions relating to accounting and financial practices.”— 
A. Their practice over there was as follows: They made a rule first that the 
opinions of law officers should never be published. Those opinions are treated 
as departmental information. If I should ask for an opinion of a law officer in 
England I would not get it because he is not permitted to give it. That is 
number one. 

The second point is: They found that the law officers were being asked 
to give opinions based on a statement of a particular set of facts. In other 
words, the law officers might not have the full story before them on which 
they would give an opinion. Then the department might twist that opinion to 
apply to other sets of facts, and it was found to be generally objectionable. 
Therefore, they made a rule that before any department applied for a legal 
opinion on any financial or accounting matter that department must first 
submit its request to the Treasury in order to make sure that the text was 
all-embracing so that the law officers would have a complete statement of the 
facts and points involved before them. 

Secondly after the law officers gave an opinion it was ruled that the 


_ Treasury must then review that opinion, and if it was decided that financial 


or accounting problems were of the essence of the matter, then Treasury had 
the power to take the responsibility of making directions as to how that opinion 


_ was to be applied. The Public Accounts Committee approved that practice 


as early as the 1890’s and they have been following that practice ever since. 
Q. Does the practice vary in that respect in Co Would you 
recommend a change in our practice? 
The Cuarrman: Would you be good enough to speak a little louder, please? 
Mr. Fuemine: I am sorry, Mr. Chairman. 


By Mr. Fleming: 


O. My question was: What is the practice in the same regard in Canada, 
and in what respect, if any, does Mr. Sellar recommend that the practice be 
changed?—A. The practice in Canada is that the deputy minister of any 
department enjoys the full right to write to the Deputy Minister of Justice 
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and state a set of facts to him and ask for guidance as to what he should — 
do. The Deputy Minister of Justice, in theory, has to deal with that com- — 
munication. It is true that he may go behind the scenes and enquire from other 
sources as to what might be involved, but he gives his opinion based on that _ 
particular state of facts. We have followed the practice of quoting him, and ~ 
of saying that he is responsible for a practice being carried on in a certain _ 
way. I do not think it is fair to the Deputy Minister of Justice. I think | 


that the department is in question, the department seeking the opinion, is the _ 


one to take the full responsibility and that it should not be able to pass anything i, 


off on to the Deputy Minister of Justice. 


My thought is, that whenever a matter arises dealing with financial prac- 
tice or accounting practice, the Deputy Minister of Justice, when he receives — 


a communication of that nature, should ask the Minister of Finance if the 


minister has any supplementary data which he would like him to take into’ 4 


consideration before giving an opinion. 


By Mr. Sinclair: 


Q. Do you say, Mr. Sellar, that under British practice, these matters are 


treated as privileged and confidential?—-A. Yes. 3 


Q. But you say that our practice here in Canada is not to treat them : 


that way?—A. No. 


Mr. Isnor: Mr. Chairman, I have a question in respect to the last para- 


oraph on page 1. 


No. 1. 
By Mr. Sinclair: 


q. Mr. Sellar, I take it that these communications and opinions of the 


Department of Justice addressed to other departments, in your opinion, should a 


be privileged for the use and benefit of the officers who receive them, and not be 
regarded as legal opinion so far as other cases which might arise. Is that 
your point?—A. I would not like to go quite that far, Mr. Sinclair. You 
see, we are not lawyers. The Department of Justice may have a set of facts 
placed before it. They give an opinion of that set of facts. Then we may take 
that opinion and use it in connection with another set of facts, in: the belief 
that they are similar. But, in fact, the facts may be entirely different. There- 
fore, I say that we should not follow the practice of asking the Deputy Minister 
of Justice: may we or may we not do this? 


By Mr, Croll: 


Q. That is not the deputy minister’s difficulty, but rather it is your 
difficulty, Mr. Sellar, in using facts as a precedent and applying that pre- 
cedent where it should not be applied. A. That can happen, sir. I do not go to 
the Deputy Minister of Justice at all. I rather take the view that, as a parlia- 
mentary officer, I cannot be bound by the opinion of an administrative officer. 

Q. May not the decision given by a department to another depariment 
be challenged in the courts? And who is going to challenge any act taken 
by your department, Mr. Sellar, in the courts?—A. I have no power to reject 
payment. 


By Mr. Cleaver: 


Q. Is your problem not this, Mr. Sellar, that occasionally parties may 
cite a ruling or a legal opinion of the Department of Justice in connection 
with a case to which you do not think that ruling or opinion should apply, 
on the facts? A. Yes, Mr. Cleaver, and I think the Department of Justice: 


The CuarrMan: IJ am awfully sorry, Mr. Isnor, but we are still on item © 
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ds not the best ee to decide a question which involves financial or accounting 
_matters. In my first paragraph I referred to paragraph 62 of my report. Briefly, 
the facts are as follows: Judges’ Act provides for pensions to be paid to 


judges at the rate of two-thirds of their salary. It also provides that if retired 


. judges take positions in the publie service, while on pension, then their pension 
_ should be reduced. The Wartime Prices and Trade Board used some retired 


judges, chiefly in connection with rental boards, and they paid them $15 a 
day for their services plus an allowance for expenses. The question was put 
to the Deputy Minister of Justice, whether that was salary. The Deputy 


Minister of Justice ruled that it was salary, but the nature of the payment, 


_ the method of compensation on a daily basis made it very difficult for him 


to reconcile it with the section of the Judges’ Act applicable, and he said 
he could not see how it could be done. But we, on the accounting side, could 
have seen how it could be done. 

Q. I take it that you would not have raised this point at all if an instance 


- had not arisen where you believe that Justice gave an opinion different to . 


what it should have been if all the facts had been properly presented to Jus- 


tice, or if some department had recited to you an opinion from Justice which 


you believed was not a correct opinion.—A. I would not put it that way, Mr. 
Cleaver. I know that the Department of Justice is very careful in its opinions. 
I think the Department of Justice is being treated unfairly by not being given 
the full story. 

@. Do I understand your recommendation to be that before any depart- 
ment asks for the opinion of Justice, the Treasury Board should have an 
opportunity of going over the facts and of making additions or corrections to 
those facts on which Justice is to give an opinion?—A. I would not say the 
Treasury Board, sir. That would slow up the procedure. “Moreover, the 
Treasury Board is on the plane of ministers. The Treasury Board 1s composed 
of ministers. Actually, you would accomplish the same thing by saying that 
the Minister of Finance should review it. 


By Mr Croll: 


Q. He should review the facts in that decision—A. He should review the 


_ facts that go to the Deputy Minister of Justice. 


(). I did not gather that that would satisfy you, because a moment ago 
in an answer to a question you said that despite the decision made with respect 
to a rental judge—you used that as an example—the opinion given by the 
Deputy Minister of Justice—you could have shown him how the decision 
might have been otherwise. Are you not giving an interpretation of accounting 
rather than the legal effect?—A. I am sorry that I did not .explain myself 
properly. What I was getting at was this: if that had to go to the Minister 
of Finance before, he would possibly say—I am saying “possibly” because he 
might not—*Here, this is not a point of law at all, this is accounting; you are 
not going to go to Justice, you will proceed on a certain basis and T will take 
the responsibility for your going that way.” 


By Mr. Mutch: ’ 


Q. In the case of a decision like that the rental judge who is himself being 
affected by. this would probably contrive to make it a matter of legal inter- 


pretation since he would, presumably, suffer from-that decision, and you pro- 


bably would not avoid litigation either in the form of an appeal or actually 

in the courts if you so interpreted it?—A. I used the case of the judges because 

I have it in the report. The practical situation is this: it is almost impossible 

to get men to take those positions and certainly a retired judge has got a better 

mind for dealing with those situations than a person who is just picked ou the 
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street. They have taken these gentlemen to do the work and I do not think — 
any of them have made any money out of it. I am not criticizing them in any — 
way. I am illustrating that there are solutions that could be worked out — 
fairly with the judges and others. ; Li eee 
Q. The fact remains that if they were going to lose money by performing 
an additional public service, they having reached the age of retirement, the ~ 
public service would likely be deprived of their services?—A. The alternative — 
is that as it is today they are getting more than they got on those particular — 
days when they were judges. de ee 
Q. Let me ask you this question: was it Judge Carroll of Quebec who was 
acting as lieutenant governor who was refused payment at the time he was 
acting as lieutenant governor? I assume that was your decision?—A. No. y 
Q. Under those circumstances he did have recourse to the courts, and © 
whoever made the decision in the government the courts found otherwise. Now, _ 
that was a legal interpretation, and your suggestion is that under such cireum- a 
stances we leave it with the administration officers as in done at this time?—-A. No, _ 
leave it with the Minister of Finance. - | | Sh 
Q. Yes, leave it with the Minister of Finance who makes these decisions. 
__A I think we have bogged down our Department of Justice with too many 
matters that are really outside their field, Pe Een hy ok | 
Mr. Sincuatr: Your remarks have special reference to financial matters? 
The Wirness: Purely financial. a et 
Mr. Mutcu: That might explain why the Department of Justice gives — 
us so many completely contrary rulings. | ee 


By Mr. Bradette: : 
Q. I was going to ask this question for information. I see these words in _ 
paragraph 1: Coe 
An illustration is the poimt in paragraphs 62 and 91. In both, the 
question really is whether a strict legal interpretation should be applied 
to problems which are really of accounting and financial nature. 
Sometimes it is awfully hard to divorce things of a financial nature from points 
of law; we are bound to have some running on parallel lines, and you must _ 
rely on law for the application of some of these agencies. What is the reason 
for that paragraph? You seem to think the Department of Justice should have 
no jurisdiction over those two departments, or those two individuals?—A. No. 
Let us take 91. I read the Justice opinion into my text. Now, in that case it 
was purely an internal accounting matter whether $5,000,000 should be recorded 
as revenue, as an account by way of interest, or whether the $5,000,000 should 
be shown as part of the profits of operating the Foreign Exchange Control ; 
Board. No individual was concerned whatsoever. It was purely a bookkeeping 
mattter within the publie accounts. | 


By Mr. Muteh: ! | 

(. Does not that hinge on the interpretation of (a) the law, or (b) an | 
order in council, and that interpretation must, in the first instance, be a legal 
interpretation, must it not? Or, in this case an order in council, say, and is it 
not true that only the law officers of the Crown ean indicate what is the intent 
of legislation, whether it be in the form of a statute or an order in council? 
A. In this particular case I am willing to agree with the law; but the Depart- 
ment of Justice relies on giving an interpretation of the word “advances” and 
the word “advances” to an accountant means a very simple thing. We under- 
stand that. But to the law officers, apparently, it means something different. 

Q. It means something different in each specific case they deal with. I 
would not quarrel with that. 
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aes By Mr. Bradette: . 
4 Aer Your point applies to specific cases in your department, not in the 
eneral tenor of legal activities in accountancy and financing?—A. I am refer- 
ng purely to transactions that do not affect materially any individual or 


e public. Within the framework of administration. That is essentially what 
ee after; in order that the accounts be kept as simply and as clear as 


on Mr. Richard (Ottawa Hast): 


eG Is not that just what exists in our Ee a anauae there are too 


and departmental heads are not eine upon themselves sufficient authority 
to decide their own problems? 


BY Mr. Cruickshank: 


‘ Q. From where I am sitting I have heard some private conversations 
~ and some mumbling, and I want Mr. Sellar and the members of the committee 
_ to understand that if I cannot hear what is going on I will stay in my own 
room. I have a question to ask, and it is this: would it be warranted to have 
a new branch established in the Department of Justice staffed by legal experts 
and experts in business accounting to advise all departments of the government 
--on all legal and financial problems on government expenditures?—A. Mr. 
- Cruickshank, in reply to your question I do not think we need any new section 
in the Department of Justice. It is a good department. Do not think I am 
- reflecting on them in what I am saying. All I am interested in is having the 
_ public accounts kept simply and clearly so that the members of the House 
_ of Commons can readily grasp what is involved. I have referred to paragraph 
Pp ol in my reports today and to the fact that when you are looking at the Foreign 
Exchange Control Board you want to know how much money was made in 
4 _ the year. The report shows $10,000,000. Actually there was another $5,000,000 
- which was charged up as a fiction of interest on loans. Really it was $15,000,000. 
It would be desirable to see it all in the one place. That is my reason for 
introducing this matter. We have a good Department of Justice; and do not 
think that I am reflecting on it in any way. I do think they are overloaded 
with questions they should not have to deal with. 
Q. Have they sufficient staff? Would you say that the Department of 
Justice has a sufficient staff?—A. I would not hke to answer that question. 


The CHatiRMAN: May I suggest that members follow the example set 
by Mr. Cruickshank and rise when they address the committee. It might help 
us to hear everybody better. Mr. Richard asked a question a short time ago. 
Perhaps he would repeat it. 


By Mr. Richard (Ottawa East) : 


Q. I was asking a question of Mr. Sellar as to what is the situation in 
all departments and whether administrative heads do not take enough upon 
themselves to answer their own administrative problems, and refer too many 
matters to the Department of Justice. 

Mr. Sincuarr: I suggest it is an unfair question. 

Mr. CruicksHANK: May I suggest that Mr. Sinclair stand up. 

Mr. Sincuatr: I suggest that is an unfair question, to ask him to comment 
on or condemn the other departments. 

Mr. Ricuarp: The Minister of Finance, then. 
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By Mr. Cleaver: Fea q 


Q. Perhaps I could put Mr. Richard’s question in a more palatable form | 
to the witness. Mr. Sellar has given the problem to us. I wonder if he would ~ 
mind putting on the record now just what he would recommend be done to — 
meet the problem?—A. What I will suggest, sir, is this, that this committee — 
do not go definitely on the record recommending anything, because you are going ~ 
into the administrative side. But I do think this, that you could go as far © 
as to indicate that you think that on the two types of cases I have brought to — 


your notice it might be prudent to have departments follow the practice of 4 


submitting to the Minister of Finance their proposed submissions to the Depart- q 


ment of Justice in order that the Minister of Finance could make certain that | 


everything is covered thereby. . | 
Q. You have said their proposed submissions?— Yes. eh 
Q. Would you indicate the types of submissions to which you refer?—A. | 
They would just write a letter. | | ; a, 


Q. The types of problems?—A. I am talking of purely those of a financial d 


administrative character within the framework of government administration — 


—not affecting private individuals, 
@. That was the indication I wanted. 


By Mr. Fleming: 


Q. In connection with this matter of getting accounting advice before — 
questions are submitted to the law officers may I ask Mr. Sellar if the Auditor — 
General is ever consulted by any department of the government with reference — 
to problems of that nature which have accounting aspects to them, before the — 


matter goes to Justice?—-A. We are consulted every day, sir, mainly to shut — 


to Justice. Sometimes they go to Justice and Justice produces a very inter- — 
esting and valuable contribution to the problem; so the relationship with the — 


department is good. The departments are keeping their accounts well and I 


think on the whole are trying to obey the rules. a 
@. You have no objection to being consulted by departments?—A.It hap- — 


pens every hour of the day. My officers are being asked questions and I am 
being asked questions. 

Q. With regard to this matter of trying to bring accounting science to bear 
on matters which otherwise would be treated as legal problems, it strikes me 
and I put this forward that the Auditor General is rather a person to go to with 
problems of this kind than the Minister of Finance? Now, does not that mean 
that you are burdening the Deputy Minister of Finance with a great many 
problems—pardon me, I mean the Deputy Minister of Justice. Now, is not 
the recommendation that the problems having to do with accounting be referred 
to the Minister of Finance likely to have the same effect on the matter? If 
these problems are problems that admit of or are likely to be assisted by advice 
of an accounting nature would not the Minister of Finance be more likely to 
be able to help?—A. Sir, the answer to that question is this, that all kinds of 
expenditure accounts are kept by the Comptroller of the Treasury who is an 
officer of the Minister of Finance; therefore, if a department is going to Justice 
against a decision of the Comptroller of the Treasury the Minister of Finance 
by having notice of it can ask the Comptroller what his side of the case is 
and make sure that there is a full statement so that Justice has all the facts 
before it. That is the crux of it. Now then, so far as committing myself is 
concerned, I have a dislike to committing myself in advance. My duty is to 
report to the House of Commons my opinions each year. If I agree to some- 
thing that literally ties my hands and the hands of my staff, with the result 
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: that my freedom of action is restricted. Further to that, the Comptroller of 


C~ the Treasury is the particular one who is consulted in the usual course of events 
_ and I do not think that I should try to superimpose my opinion on any depart- 
h. ment: 


Q. No, it is not a question of superimposing at all, it is a question of this 


matter of consultation. I rather gathered from your remarks that you had 
_ given approval to the practice of consultation with your department by other 


departments who had these problems having financial or accounting aspects 


. to them—A. Yes. You see, my staff generally are in the departments, they 


are not all in the Confederation Building, they are working with the accounting 


sections; they are right in there and available for consultation all the time. 
_ When we can’t get the explanation we want right away we don’t write to some- 
one, we go to them and ask them to produce their records and then we ask them; 
- why did you do that? The point I was trying to make clear there, sir, is this; 
- that when a matter is referred to Justice for an opinion, Justice should have 
_ the whole story before them with every implication of it; then they would be 
in a better position to render an opinion. 


By Mr. Isnor: 
@. Mr. Chairman, there is a question I would like to direct to the witness 


which relates to the balance in the Foreign Exchange Control Board’s account. 
_ We see in section 4 a reference to the fact that the financial statement of the 
- Board opened with a deficit figure of $28,000,000 and that a profit of $10,000,000 


was made during the year without reducing the amount in the deficit account 
at the end of the year. Now, my question is this, from an accounting standpoint, 
- should -not that $10,000,000 have been shown in that account?—-A. Are you 
_ discussing now this matter of reference to the Department of Justice? 

@. No, I am asking you to brush aside the legal aspect of it for.the moment 
and deal with it purely from the accounting standpoint.—A. From an accounting 
standpoint the exchange fund account is a straight trading account where you 


- have your gains and your losses and where one should be offset against the 


other. The consolidated statement which was recently laid before the House 
of Commons showed a deficit of $28,000,000 carried forward from the war years 
despite the fact that there was $10,000,000 surrendered as revenue last year, and 
so much further this year. Personally, I think that that $10,000,000 should 


_ have been applied against that deficit of $28,000,000 and reduced it to $18,000,000, 


and that the interest amounts indicated herein should have been treated in the 
same way. 
; Mr. Murcu: The fact is we got that $10,000,000 back but we have nothing 


to show for it as against our earlier deficit. 


The Witness: Yes. 

Mr. Case: On a point of order, Mr. Chairman, perhaps I may not have 
heard the witness correctly; as you know, it has been rather difficult to hear all 

- that has been said even where I am sitting. I have one point in mind which 

I would like to have cleared up, namely: did I hear Mr. Sellar correctly when 
he was speaking a moment ago about the legal aspect of this matter in reply 
to a question because I think he said, at least as I heard it, that a retired Judge 
would be a better man to give an opinion rather than someone picked up off 
the street. What was his reference to someone being picked up off the street. 

The Wirness: What I meant by that, Mr. Chairman, was that you have to 
study all these questions and you have got to have a competent man who would 
give impartial consideration to them, one who is capable of hearing the argument 
by both sides and giving a competent judgment. It is with that thoughtan mind 
that I made the statement I did to the effect that a man with fifteen or twenty 
years experience as a judge would be a better man ta,do that sort of thing than, 
as I said, a man whom you just picked off the street without any legal training 
and so on. 
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Mr. Crott: Might I say this—if I understand what you have been saying ~ 
correctly, and if I am wrong you can correct me—that apparently this is what 
happens: the deputy minister has a problem and he calls up someone in your ~ 
department who gives him a verbal opinion; he does not like it and he says, 
just to be sure of his position, that he is going to take the matter up with the 
Deputy Minister of Justice. He goes to the Deputy Minister of Justice and he — 
gets an opinion, and then it comes to your notice and perhaps you do not agree — 
with that opinion. However, he has the opinion and he has that advantage over — 
you. Then you go to the Justice Department and you say: well you did not — 
have all the facts before you when you gave that decision—but that doesn’t — 
help you because it has already been given—but what you have in mind is ~ 
that before a matter is submitted to the Department of Justice both sides of — 
the story shall be on record; isn’t that it? ae SNe 

The Witness: You are using the personal pronoun there, and if you don’t — 
mind I would like to avoid that. re | 

Mr. Croutt: Well, no, I don’t mind. Et Cal 

The Witness: What I meant was that the Deputy Minister of Justice 
should have every angle of the case before him and all the facts, so that when — 
he deals with it, he will not be dealing with just one side of the issue. That — 
is what I meant. TN eee 

Mr. Nicuoutson: Mr. Chairman, we seem to be agreed on this, why don’t we 
make a recommendation? 26 AiO aay 

The CuatrMan: Might I say, Mr. Nicholson, that at the moment we are — 
studying the contents of this brief rather than dealing with recommendations. — 
Of course, we have the right to make the recommendation, but I suggest that — 
in the usual way that should be reserved to a later stage of our proceedings. — 
We have just started on this memorandum, and are discussing it section by — 
section, and I think we should confine our activities at this stage to the com- — 
pletion of that study. 

Mr. Nicuotson: Are not the committee agreed that we should make a 
recommendation at this time? 

The CHAarRMAN: No, not at this stage. 


Mr. NicHotson: Well, Mr. Chairman, the paragraph which is now before 
us does make mention of the fact that $10,670,000 was not used; it also makes _ 
reference to supplementary estimates. Now, isn’t that what happens every — 
year? What is the explanation of the fact that so many departments ask 
for money which they do not use? war 

The Wirness: I understand the supplementary estimates were brought 
down in the House this week. Naturally, my staff in the several departments 
will be giving them just the same attention as they do any other votes. We 
carry on what is known as a continuous audit. Now, when it comes to an explan- 
ation of these items, I cannot give you any explanation because I have nothing 
to do with the preparation of estimates. 

Mr. Crotu: You did give an explanation in the report here, you say why. 


Mr. Fiemine: May I ask, Mr. Chairman, if he follows through on the 
receipt of the money appropriated before the end of the year for certain specific 
services that are not actually rendered before the end of the year or not actually 
performed until later on, and he includes such items in his report? 


The Cuamman: Let us not switch to the report yet. 


Mr. Fiemine: This is with reference to the item we have before us; the 
payments are made before the services are performed. My first question is: 
does the auditor-general follow through, we will say in the accounts of the 
following year, to ascertain if the services were performed for which the 
payment was charged in the year ending the previous March 31st? 
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Me i. ‘The Wrrness: ae. ih is our duty to follow all expenditures through, but 
, to tilcg there i 1s nothing magic about March sist. [tis nse the end of the year. 


a certain. Rae 18 desirable and in ane case of government, accounts oie dead- 
P line is March 31st, the end of the fiscal year. However, that does not change 
our activity with respect to the audit of expenditures, the proper audit of 
property accounts and so on. 

Mr. Fiemine: I take it then that as to these cases where you have 
payments charged before the services were performed, you study the account 
after March 31st and you do find out that in fact these services were performed. 
_ The Wirvess: I thought you were referring to this paragraph, I do not 
ee just to what you have reference. 


The CuarrMan: I do not think we should go into that at this time. 
~ Mr. Fiemine: But we are dealing with that in connection with this 
paragraph. 

The CHairMAN: Just a moment. Might I say this, we are not entering 
into a discussion of the report at this moment but just paragraph two of the 
~ memorandum which is before us. I do not think we should ask the witness to 
_ go outside of the memorandum to discuss sections of the report at this time. We 
~ will come back to the report later on. 

2) Mr. Fiemine: But, Mr. Chairman, this is the first item of section two, or 
- paragraph two as you call it. Is not that what you are referring to? 

) The CuarrMan: I am referring to paragraph two of this memorandum. 

Mr. Fiemine: This is an important matter. I understand— 

i The CHarRMAN: Even so, you are referring to an item in the report of 
' the auditor-general which we will discuss later on. At the moment we are 
dealing with the contents of paragraph two—or perhaps I should say section two 
- —of the memorandum which Mr. Sellar has put before the committee this 
morning. I would like to see our discussion limited to the subject matter of 
the memorandum itself. 


Mr, Fiemtne: Very well, Mr. Chairman, I hope you do not misunderstand 
q me. I was referring to paragraph two, and to the related section in the report. 
Me Mr. CruIcKSHANK: Speak up so we can hear you, please. 

i The CHaAtRMAN: Yes, I think we should speak louder. 

‘ | Mr. Ftemine: Mr. Chairman, I thought I was being courteous. 


: The CHairMAN: That will explain to you why I chose a much smaller room 
for our earlier meeting. While we have much improved lighting and space in 
this room we have much worse acoustics. 

Mr. Fiemine: I would like to ask Mr. Sellar this—this is pertinent to the 
section under discussion—he is talking here about lapses in appropriations, and 
then steps apparently were taken with a view to preventing the lapse of 
appropriations by making commitments in anticipation of such lapses of 
appropriations. 

Mr. Sinciatr: What are you discussing now, is it paragraph 2 of the 
memorandum? 


Mr. Fiemine: I am referring directly to this paragraph 2, or section 2 
of the memorandum. It states here specifically, “about $245,000,000 lapsed 
unused”. And he goes on, “many lapsings stem from decisions to postpone work 
because of scarcity of labour and materials’, and so on. 

Mr. Stincuarrz: What you are referring to now is referred to in the report 
of the Auditor General. We are not discussing the report of the Auditor General 
yet. 

The CuHairMAN: That is the point I have tried to make. 
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Mr. Fieminc: It is right here in the paragraph from which I just read. ae | 

Mr. Curaver: May I ask Mr. Fleming a question? I want to make sure — 
that I understand what this is all about. Is your question regarding expenditures — 
based on anticipation of a revote? A certain item is voted and appears in the — 
votes for a certain year but it is not spent in that year and because it is not © 
used it lapses and has to be revoted. Now, the question I am directing to you — 
is this; are you concerned about the time which elapses between the voting of ~ 
an item and the revote which takes place the following year? . Ca ae 

Mr. Freminc: No, I am simply seeking to deal with this problem of lapsing 
of which he speaks here. Now, the chairman has indicated that he does not — 
want me to pursue one aspect of the matter, namely payments made in anticipa- — 
tion of lapsing. The study generally speaking has to do with the utilization of — 
votes. That is what I was trying to take up with the witness when the =a 
chairman ruled my question out of order. a 

Mr. Creaver: I do not understand what you mean by lapsing. Surely a — 
payment made before the vote lapses is quite proper. ; a 

Mr. Fuiemrnc: These are payments made before services are rendered or 
performed. | » sa 
The Cuamman: I do not see anything in this memorandum dealing with 
that. Seah atat 
Mr. Fieminec: So you rule it out of order? 

The CuairMAN: I have ruled that it is out of order because it is not dealt 
with in this paragraph now before us. : 

Mr. Fiemina: Very well, Mr. Chairman, we can come back to that on 
another item. Re 

Mr. Case: Mr. Chairman, might I speak on a point of order? 

The CHARMAN: Certainly. 

Mr. Case: We have Mr. Sellar’s report before us and your ruling is that 
we have to confine ourselves to a discussion of this memorandum paragraph 
by paragraph. Now, there is this section 2, and surely if the matter raised 
relates to the subject matter of that paragraph a discussion of it would be in 
order. Are you referring to this particular paragraph, Mr. Chairman? 

The CHatrMAN: I am Just referring to the fact that in the committee on 
agenda we decided that today we would limit our discussion to the actual terms 
of the memorandum which has been submitted to us by Mr. Sellar and then on 
a later date when the Auditor General comes before us again we can raise 
one after the other all of the points that are mentioned in his report, but that 
for this morning we will confine ourselves to a discussion of matters directl 
relating to the memorandum which Mr. Sellar has placed before us. : 


Mr. FLtemine: My point is, Mr. Chairman, that this is part of paragraph 2. 
The CHatrMAN: Let us say it is part of section 2, I see that sections are 


divided into a series of paragraphs. We are now discussing items relating ¢ 
: = ; DS c cu 
section 2 of Mr. Sellar’s memorandum. 


Mr. Furmine: You are dealing with section 2? 
The CHAIRMAN: That is right. 


Mr, Freminc: Under the terms of your ruling then may T put i 
aes ; c ears | ; 
to Mr. Sellar arising out of the statement that appears on ee ee 
which was submitted to us this morning? 


The CHAIRMAN: At the moment we are dealing with the first par 
of section 2 of Mr. Sellar’s report. Is that what you refer to? st_ paragraph 


Mr. FLEMING: Yes. 
The CHaiRMAN: I am sorry. 


2 of the report 
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. Sea lodeteds and (b) the actual eens in the last Nee year 
be placed ‘opposite each item, rather than the previous year’s estimate.” 
Ss Mr. Chairman, I say that the latter part of that recommendation is some- 
thing which we welcome, but I would like Mr. Sellar, if he would, to enlarge 
-upon what he has in his ‘mind with reference to a complete OV erhauling of the 
system. He recommends, pending a complete overhauling of the system, first 
the consolidation of the various vote items and second showing last year’s 
expenditures rather than last year’s estimates. May I ask Mr. Sellar for his 
ideas for completely overhauling the system? Perhaps he will also indicate 
how, in the light of recommendation (b), he would handle the case where 
estimates may be reviewed before March 31st, or say early in April, and when 
_ the expenditure for the previous fiscal year may not be completely stated. We 
& have had the question raised in the House on many occasions as to why the 
actual expenditure cannot be given. 


The Wirness: The reference to overhauling arises from what transpired 
two years ago when I was before this committee. I was asked to submit my 
-_-views on the question of the form of the estimates. I did so. This committee 
_. submitted a recommendation to the House of Commons that the House of 
Commons consider changing the system of the estimates, somewhat on the 
basis of my thoughts. The committee did not take it upon itself but it recom- 
mended that the government consider my suggestion and that is why I say 
 “nending overhauling of the system’, because you have already made the 
submission. Basically my thought is the votes should be reduced in number 
and that the revenues from the votes should be identified with the cost of 
ae the operation so that you would have a complete picture before you of what 
is involved and whether a service is self-supporting or not. That is the basis 
of my recommendation put before the last committee and to accomplish that 
you would materially reduce the number of votes. I think we have too many 
__votes in this country. The system is confusing to members of parliament when 
trying to decide whether they should speak on a particular vote number or 
whether the subject about which they are concerned is contained in another 
vote. I think you should be relieved of that problem and that you should have 
it quite clear. 

What I am thinking of with regard to putting the expenditures opposite 
arises from the long standing complaint from parliament that when the main 
estimates are brought down there is no comparative column showing the amount 
to be voted this year as against the amount voted last year. Sooner or later 
some member gets up and says that the amount includes the supplementaries 
voted last year and that as there is no reference to the supplementaries this 
year the vote indicates a better showing than exists. 

What I am suggesting is that you would have three columns, one. contain- 
ing the estimate for the coming year, one containing the total estimates granted 
for the previous year and the third showing the last completed year’s expendi- 
ture. You would have the whole picture there. You would not have to do what 
I might call “stabbing in the dark” and you would have a self-explanatory 
statement. 

May I now answer Mr. Isnor’s question of a moment ago regarding the 
English practice. 

In England where they use £100,000, the practice is different. In the 
English parliament they are limited to the number of days on which estimates 
can be considered and my recollection is that the limit is something lke 
twenty days during the whole session. When that time has elapsed all estimates 
that have not been considered are automatically passed, and that is one reason 
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why they want to keep their items fairly large. T hey fuse ans cot the: fame. Siok a 


waste on little items. That is why they have adopted the figure of £100,000: but ( a 


I am not suggesting that $400,000 is the figure that you would want. to use in 


Canada. I merely bring the matter up to indicate the decision to raise the i is 


figure. 
Mr. Pinarp: Can you tell us the figure ou would suggest for Canada? 
The Witness: Well, sir, I would put it this way. In every vote a ae 


ment puts in a cushion and the smaller the vote the bigger is the BB , x 


relatively speaking. 
Mr. CruicKSHANK: ‘There is a pretty small cushion in my nidige 


The Witness: When I was in the treasury I could run salary costs oe a 
staff of 1,000 people at 1 per cent less than the amount which I asked from. 


parliament because I would have during the year sufficient resignations, deaths, 


and casualties of one sort and another that I had a cushion actually within my 


total. Therefore, I say that when a vote is mainly a salary vote you do not need — a 
a cushion of more than 1 per cent or 14 per cent, if it is a fairly large vote. — 


If you have a lot of small votes you are going to put in a cushion of 5 per cent 


to 10 per cent and therefore you are voting more money than is actually needed. ~ " 


You can see that by the amounts which lapse. When we apply to the 


Treasury Board for estimates they ask how much we spent last year and if we 


can show that we spent every cent we have an argument which is accepted in our 
favour. Therefore we may have spent money we did not actually need ne 
because we had a margin. 

Mr. Cunaver: I wonder of Mr. Sellar would now indicate to the uo 


mittee the various vote items which he suggests should oY consolidated? Perhaps 


he could confine it to the type of votes? 


The WitNnEss: I suggest it can be done where you have a straight admins 
trative service. In an ordinary department you start off with administration : 


and then you break it down to the various branches. I think one vote is 


sufficient for all of those with sub-headings at which you can look and see — 


the actual expense by branches. That is the sort of thing I speak of. There 


could be a division when you come to capital expenditure and maintenance 
of works. For instance with respect to canals I cannot see any distinction 
between operation and maintenance. If we are going to build a new canal 
it would be different, but if we are just going to fix up a lock I would say that. 
it should be included in the one vote. 

Mr. CuiEAver: The overall result is that your reserve for the unforeseen, 


or the cushion as you call it, being applied to one item could be considerably 
smaller. 


Mr. Fremine: May I ask Mr. Sellar a question about this matter of the 
cushion. Do you find it general practice in estimating to set up cushions on 


all items? 
Mr. Crotu: Of course it is. 


The Wirness: We will never admit, sir, that we have a cushion in, but. 


we all put cushions in. 
By Mr. Fleming: 


Q. To what extent do these cushions exist?—A. You can go by the- 
lapsings. That is what you have to go by to see the real cushion. As a rule: 


it will run anywhere from two per cent to five per cent of the votes. 


Q. Your recommendation with regard to showing in the estimates the 
actual expenditure for the last year is made because you feel you can eliminate: 


those cushions, or reduce them?—-A. No. There is nothing which scares civil 
servants more than to face criticism from the House of Commons and if you 


have actual figures to criticize us upon we are more vulnerable than when you. 


-have got to pull figures out of the air. 
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Mr. Srncrarr: We know that. 
- Mr. Fuemine: Let us come back to the matter of expenditures? 
Mr. NicHouison: I wonder if Mr. Fleming would change positions with Mr. 


Sinclair down here so that we can all hear him? 


Mr. CruicksHank: Do not call me Sinclair. 
Mr. Fiemine: One’s tendency is to face the witness. 
The CuHarrMan: Fine. 


Mr. Fuemine: When this question of showing expenditures in the estimates 
as the estimates are printed before the end of the year and before what we 


know the expenditures are, therefore all that can be given the House is last 
year’s estimates, or last year’s appropriation. What could be recommended 
to overcome that situation? Could it not be overcome by showing the actual 


expenditure since the date of the appropriation or estimates to perhaps the 
31st of December as so much, and then give the anticipated expenditure for 
the portion of the year then remaining? Could you make some practical sug- 
gestion there, Mr. Sellar, to meet the question that is so often raised in the 
House? | 

Mr. Breaupry: The suggestion is made in paragraph (b) that the actual 
expenditure in the last complete year be shown opposite each item. 

Mr. Fiemine: I do not know whether Mr. Beaudry was quite following me. 
When this question has been raised in the House, and it has been raised quite 
often, I have been very interested. The answer given to us is that the actual 
expenditures or the estimates cannot be shown in the printed book because 
the estimates are prepared in the fall and it is impossible to give the complete 
expenditure for the year. I am asking Mr. Sellar whether he could recommend 
to us some means by which that physical difficulty could be overcome? I ask 
for specific comment on the one suggestion that the actual expenditure be shown 
to the date when the estimate is prepared—perhaps the 31st of December—and 
then the estimated expenditure for the balance of the fiscal year might be 
shown. 

Mr. Braupry: You are dealing more with the question of time than the 
question of balances. You are narrowing the matter down to so many days a 
month over which you would like to see the expenditure shown. 


Mr. Fieminc: I am not narrowing the matter down at all. We have a 
recommendation here, and a very sensible recommendation, that the actual 
expenditures in the last complete fiscal year be given. That would mean, as 
things stand now, that the last fiscal year would be twenty months old before 
we reviewed the estimates. It would be helpful however, to the House, to have 
as much information as possible about the actual expenditure for the fiscal year 
just closed. If we review the estimates in April we would like, as far as possible, 
complete expenditure for the previous year, complete to March 31st. If the 
recommendation is applied as it stands now it would mean complete expenditure 
to March 31st of the previous year. I wonder if Mr. Sellar could not help us 
out with a practical suggestion? : 

Mr. WarREN: Does this discussion all centre around the fact that there 
was some $30,000,000 voted. in the supplementaries and of that amount some 
$10,000,000 was not expended? 

The CHatrMAN: We are discussing the whole principle involved in item 
NO, 32: 

Mr. Warren: What would you do in this case? The Public Works Depart- 
ment decided that they were going to enlarge a building in the town of 
Pembroke in my riding. 

Mr. Stncuair: Why? 
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Mr. Warren: Because is was too small. The Public Works Department 
sent men in to make a survey and they found they could not get sufficient land 


around the public building to do the work and naturally that vote lapsed. 


The amount was $25,000, a part of this $10,000,000. This year came around — 
and the vote was $100,000 to buy property on which to build a new building. 
The original $25,000 is part of the $10,000,000. How could the situation be 
avoided? The department did not know property around that building would 
not be available. The result was they proposed to build a new building and 
sell the present property to the municipality for municipal offices. j 
I suppose there are thousands of those situations which arise across Canada 
in different departments, public works and other departments. Does that 
not explain why the $10,000,000 was not expended? ar 
The CuarrMANn: Mr. Sellar will answer the question. 


Mr. Braupry: May I ask Mr. Fleming a question in order that I may 
understand him. Mr. Fleming, your point is in dealing with the 1950 estimates 
before the House, from the period March 31, 1949 to March 31, 1950, you would 
like to see against the various items the actual expenditure up to December 31, 
1948? Is that the point you are trying to make? 

Mr. Fuiemine: I would like to have the actual expenditure for the fiscal 
year ending March 31, 1949. I think it is our duty and the duty of the House 
in reviewing the estimates for the fiscal year 1949-50 to insist on that information 
before passing an item. We are up against the physical difficulty of printing 
the estimates because the book is printed before the end of the fiscal year, — 
March 31, 1949. I suggest in those cases it might be practical to give the actual 
expenditure up to the date of the printing of the estimates, which date might 
be December 31st and along with the figure on expenditures there could be 
civen the figure for the estimated expenditure during the balance of the fiscal 
year. I would like to have Mr. Sellar comment on that suggestion because 
it is something about which he has made a specific recommendation. Mr. 
Sellar’s recommendation, if read literally, would only give the actual expenditure 
for the fiscal year ended March 31, 1948, having regard to the time of the 
year we now review the estimates. 

Mr. CruickKsHANK: May I follow that up? It is not clear to me how you 
can give the actual expenditure to the end of March when we bring down the 
estimates before that time, as we do now. Would it not be a simpler matter to 


bring down figures for the calendar year? Our estimates come in about the 15th 
of March. 


Mr. Sinciatr: The use of the calendar year might be a good idea. 


Mr. CruicKSHANK: How can you say what the actual expenditures to 
March 31st will be when the estimates are brought down on the 14th of March? 
Would it not be better to use the calendar year? 


The Witness: There are two questions and if I may, sir 7 roy 
Mr. Fleming first. ; mec 

There is a point in the fact that you would like to have your expenditures 
as close as possible to the estimates you are considering. On the other hand, 
sir, bear this in mind. As a rule there is no material difference in the operating 
charges of administrative services from year to year. They are fairly consistent 
unless you have new services or, by reason of new legislation, you have added 
to those services. | am speaking now of the routine departments. 

Reference was made a moment ago to the building at Pembroke. That 
situation is an entirely different thing. That is not a further amount which is 
required but it is a different vote and it would not come within this suggeston: 
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Therefore, what I was suggesting with regard to Mr. Fleming’s thought 
was that you take the actual expenditures for a completed vear. The last com- 


% pleted year would give you something to go on. Every minister will have, in 


his estimate book, his known expenditures up to date, when his estimates are 
being considered; and you can get that figure from him without any trouble. 


Therefore, you are pretty well covered even if you are a year old. 


With regard to the calendar year, the problem is one mainly of the con- 
venience of the House of Commons. If you made use of the calendar year, you 
would have to come here every fall to consider estimates and to vote supply 
before Christmas. That is the only reason. 

If your fiscal year ran out on December 31, then you would have no money 


‘appropriated for January or February until you got down to it. You need 
_ supply to carry on to the first of January. 


_. Up to 1907 the fiscal year of Canada was June 30. But you changed then 
to March 31. You put through your interim supply this week. 


By Mr. Bendickson: 


| Q. Could we not do that when we leave?—-A. No, because you would not 
have the estimates. 


By Mr. Cruckshank: 


@. Why could we not vote? I do not mean for the construction, let us say, 


_ of a $12,000,000 bridge across the Bay of Fundy, but rather for normal interim 


supply, before we leave?—-A. I find myself venturing into politics now when 
I give you my answer. I am not a politician. The opposition has always re- 
garded the grant of interim supply as an opportunity to raise objections and 
complaints about the King and the government of the day. Therefore, over the 
years, my experience has been that the opposition has never been willing to 
grant interim supply for a period longer than two months. I well remember, 
in 1926, we had great difficulty in getting interim supply for as long as 30 days. 
You see, it is a political question. It is also a constitutional and a parliamentary 
question. 

Mr. NicHoitson: A question was raised earlier regarding a possible recom- 
mendation by Mr. Sellar on the subject of grouping; whether he would care 
to make any recommendation regarding grouping in respect to the Department 
of Agriculture. 

The CHatrmMan: I am sorry, Mr. Nicholson. We must abide by our rules. 
We cannot go into recommendations concerning any definite department at this 
time. 


By Mr. Nicholson: 


@. Oh, Mr. Chairman, I was referring to a suggestion made by Mr. Sellar 
as to how the grouping, in his report, might be carried out in practice—A. I 
would not like to say definitely anything about this item or that item, without 
giving it a little further study. But when I was drafting this particular para- 
graph it so happened that one of the deputy ministers of transport came into 
my office. I said to him, “I am going to use you as an example, in a memorandum 
for the Public Accounts Committee, if I should be called before that committee.” 
I said, “You have got 71 votes, and I think you have got too many. In my 
opinion not more than 22 votes are needed for the Department of Transport.” 
He said, “My figure was a little less. I would have suggested 20 votes.” You 
see, both our thoughts were that the Department of Transport, which has 
about 70 odd votes today, could have accomplished the same thing with a 
matter of 20 to 25 votes. 


a6. ee STANDING COMMITIIE 0 hha ane 


By Mr. Fraser: | AE Oh Eee eas a 


Q. Did you not say, Mr. Sellar, that if a lock was to be built, it would 
come in under the estimates for transport or for public works or some suitable ee 
heading? Do you not think that would rather tend to confuse the members of 
the House? I feel that it would because I believe the members would want to — 
have all the estimates for, let us say, the Trent Canal, in one place, and for the a 
Lachine Canal, rather than have all the different canals divided up. Was it 
your idea that the estimates should be under separate canal items?—A. The lees, 
item on which you vote in the House today, sir, is the grouped one for all canals. 
It does not show them separately. The details, of course, would show them — | 


separately. I prefer to continue with the same practice. I would keep the details 


separately, but instead of having, I think, three votes for operation, mainten-  — 
ance and capital, I would be inclined to bring these together and use subheads a 


to identify them. | 


Q. You would have three all put into one?—A. Yes. And I would give © a 
more explanation than you have now in the printed book. carota 

Q. Under paragraph 2 of item 2, I wonder if the estimates at the present ~ 
time are correct and show the actual cost of maintenance of the department. 
I raise the point because, at the present time, Public Works takes the full cost 
of the building, maintenance of the building, telephones, and everything else ~ 
of that nature. It is not shown in the departmental estimates. Do you feel that 


the public works estimates or cost for that separate department should be put 


in under that department in order to show the actual costs? Do you follow me, — n 
Mr. Sellar?—A. Two or three years ago, this committee received a recom-_ 
mendation from me with respect to bringing together the real costs of a depart- ~~ 


ment. You have an example of that in the public accounts before you. For 
example, the Treasury has an expenditure of $761,000 for postage in connection 


with family allowance cheques. Obviously that sort of expenditure should be 


reflected in the cost of the department having to do with children’s allowances. 

The post office, in its annual report to parliament, states that the cost 
to the post office for carrying franked mail for government departments 
amounted to $4,000,000 last year, and in addition there were other services 
which the post office rendered to departments, amounting to $325,000, for 
which they received nothing in return. hots 

I believe you should try to bring under each departmental heading the 
true costs of operating that department to a degree that is practical. I would 
not go to the extent of building up a bookkeeping system which went beyond 
its usefulness. I think it would be better to present a general rather than a 
particular concept. I think you would thereby accomplish your aim. 

Q. With respect to receipts by different departments, for example money 
received by the Department of Mines and Resources, for maps which they sell; 
or money received by the National Film Board for rentals of film; what about 
those receipts? They are not shown. In the case of the film board I believe 
they use for their own purposes the money which comes in by way of receipts 
and it is not turned over to the consolidated revenue account. There might 
be other departments as well which follow the same practice. So, you see, 
we do not get a true picture. I feel that the receipts of all these departments 
should be shown. What are your views on that question, Mr. Sellar, and also what 
are your views in respect to amounts being spent by a department out of 
such funds?—A. I may be wrong, but I believe you are mistaken, Mr. Fraser, 
in regard to the National Film Board. They do have to surrender their receipts 
now. Possibly you were thinking of the war years, but now they have to 
surrender everything. 
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____As I have already recommended to you before, it is felt that we should adopt 
in Canada a system which is known as Grants in Aid; that is to say where you 
have service performed in exchange for fees, the moneys derived from operating 
_ that service should be applied to the costs of operating that service and you 
_ would be required to turn over only the net. That is all that would be necessary. 

me «LT might cite the Board of Grain Commissioners as a good example. Instead 
of inflating their revenues and expenditures, they balance one against the other 
so that if they have a big year they might add to their staff out of revenue, 
- but if they have a poor year, they might have to dismiss staff in order 

_ to live within their revenue. 
‘Mr. Braverre: On the question of lapsings, as it would appear now from 

_. Mr. Sellar’s report in relation to the years 1947 and 1948, there were unused 
lapsings of a little over 18 per cent. That might, to the public, appear to be 
extravagant. That view might be expressed for political purposes, but it would 
not be a true one because, even in the case of private corporations, it is 
_ impossible to reckon to the last cent or dollar. So, as in the case of private cor- 
- porations. I feel it would be absolutely impossible for the government to budget 
right within the line. Let us suppose that instead of there being a lapsing, we 
- found ourselves short of revenue in connection with some program. The 
_ Treasury would then find itself in the position where it could not go ahead and 
would have to curtail that program. Therefore, I do not foresee any possibility 
in the near future of avoiding lapsings. There are so many. things which happen 
unexpectedly, such as the event which happened in Mr. Cruickshank’s con- 
__ stituency. When such things occur, immediately you find some section of the 
_ country expecting to receive support and help. 
» Mr. Sellar has very properly mentioned his own department. I do not 
believe it would be any easier to administer his department than it would be to 
administer the whole government at large since it covers such a great expanse 
of territory. I can recall many occasions when the government was called upon 
to provide further estimates for things which could never have been foreseen. 
é. : ae a a 3 
| ‘Therefore, I think we are striving for something we may never reach, some- 
/ thing it would be impossible to reach. I do not believe we can ever completely 
avoid lapsings. 

Surely it cannot be said that a lapsing of 18 per cent in connection with 
a budget of one billion dollars is too high. I suggest that for us to try to 
vote within a line more closely than that would be, I think, attempting the 
impossible. 

Mr. Sellar has given us wonderful hope in his report, when he speaks 
of various items which may be consolidated, so that items brought to the 
House would be not less than $100,000. That would be a marvellous way 
to simplify some of the discussions in the House of Commons which, while 
sometimes constructive, are, nevertheless, often a waste of time. In spite of 
the fact that criticism may be levelled at the government on account of these 
lapsings on the ground that the government is too extravagant, nevertheless 
I do not think it is possible to avoid lapsing. If lapsings occur, the govern- 
ment is subject to the criticism of being extravagant, and on the other hand, 
should there be no possibility of lapsings, and important public works had to 
be curtailed, then the government would again come in for criticism. 


By Mr. Sinclair: 


Q. Mr. Fleming asked you a question, Mr. Sellar, about lapsings and I 
understood you to suggest that lapsings might be an indication, of cushioning, 
That is not so, is it? Lapsing is much more than a cushion, for the reasons 
given by Mr. Bradette and by Mr. Warren. And there are many other reasons 
as well, are there not?—A. Mr. Sinclair, you cannot deal with a government 
the size of the government of Canada and take an over-all average on anything. 
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When I refer to a lapsing of 18 per cent, I do not mean that that percentage 
is true for every vote and for every service. Actually, to me, lapsing 1s some- 
thing in which a government may well take pride, as an indication that there 


has been economy. You will bear in mind that my background is a financial — 


one, and that the less spent, the better I think it is. Therefore, if a govern- 


ment has a large lapsing, I feel it is all to its credit. But I do think it is 


objectionable from the viewpoint of testing the efficiency of those who make the 
estimates because, if there is a large lapsing, it may be considered that they 
must have over- -estimated beyond the real need. 

A few votes represent a very large part of this lapsing, you know. In the 


Veterans Land Act there was approximately $37,000,000. There was $16,000,000 — 


in Wartime Housing, and $37,000,000 in National Defence. Those are three 


services which make up a substantial portion of that $245,000,600. If you take | 


them out, and recalculate, you will then have a smaller percentage than 18 
per cent. My purpose in making this proposal to you is in the nature of an 
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appeal to the people who prepare the departmental estimates. They should — ‘ 


have before them the constant fear that the House of Commons is going to 
have sufficient information before it to enable it to jump on them, if mee are 
extravagant in their estimates. 


Mr. Mutcu: Mr. Chairman, there are certain benefits which accrue to— 


veterans of the last war. Some of those benefits are realizable within a period 
of time as much as ten years. There are certain benefits which a veteran may 


receive at some time, provided he has not become too old, or has not become 


unsuitable. On the other hand those who prepare the estimates for the depart- 
ment have to see that the department is amply supplied with money is order 


to keep faith with those veterans, should a large proportion of those eligible - 
decide to take advantage of certain benefits. Adequate funds must be on hand 


to provide the necessary benefits for those who qualify and apply for them. 
The people of Canada have a contract with those veterans. Therefore the 
estimates have to cover an unknown figure. 

The decision rests with the beneficiaries and not with the government. 
There will always be, in sound budgeting, a surplus over that which is expended. 
The result is very much less embarrassing than to have to say to some veteran, 
“We cannot live up to our contract with you because we have not got the 
money.” . 


By Mr. Fleming: 


Q. I take it that Mr. Sellar’s view today in respect of this matter is 
precisely the same as it was when he appeared before the committee in 1947. 
In other words, his 1947 recommendations are the basis for what he has 
said to us today —A. Yes, sir. 


Mr. Fiemine: And I take it there is nothing particularly to be added to 
them. 


The CuairMAn: Gentleman, it now being 1 o’clock, the committee stands - 


adjourned to meet again at the call of the chair. 


The committee adjourned at 1 p.m. to meet again at the call of the chair. 
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“ORDERS OF REFERENCE 


Turspay, 28th February, 1950. 


Ordered,—That the following Members do compose the Standing Com- 
mittee on Public Accounts:— 


Messrs: Anderson, Ashbourne, Balcer, Beaudry, Benidickson, Blue, Boisvert, 
Boivin, Brisson, Browne (Sé. John’s West), Cauchon, Cavers, Cleaver, Cloutier, 
‘Croll, Cruickshank, Denis, Diefenbaker, Fleming, Fournier (Maisonneuve- 
Rosemont), Fulford, Fulton, Fraser, Gauthier (Portneuf), Hansell, Helme, 
Homuth, Isnor, Johnston, Kirk (Antigonish-Guysborough), Langlois (Gaspe), 
Larson, Major, Maybank, Murphy, Picard, Pinard, Prudham, Richard 
(Gloucester), Richard (Ottawa East), Riley, Robinson, Sinclair, Stewart 
(Winnipeg North), Thatcher, Thomas, Warren, White (Hastings- Peterborough), 
Winkler, Wright—50. 


(Quorum—15) 
Ordered,—That the Standing Committee on’ Public Accounts be empowered 
to examine and inquire into all such matters and things as may be referred 


to them by the House; and to report from time to time their observations and 
‘opinions thereon, with power to send for persons, papers and records. 


Turspay, 14th March, 1950. 


Ordered,—That the Public Accounts of Canada and the Report of the 
Auditor General for the fiscal year ended March 31, 1949, which were tabled 
in the House on October 31, 1949, be referred to the said Committee. 


WepnEspAayY, 26th April, 1950. 


Ordered,—That the said tes be Ses leave to sit while the 
House is sitting. 


Ordered,—That the said Committee be empowered to print from day to 
day such papers and evidence as may be ordered by the Committee. 


Ordered,—That the name of Mr. Macdonnell (Greenwood) be substituted 


_ for that of Mr. Fulton on the said Committee. 


Attest. 


LEON J. RAYMOND, 
Clerk of the House. 
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REPORT TO THE HOUSE 


The Standing Genaitee on Public Accounts begs leave to Boe 
following as its . aa Die ye 


2. That it be empowered to ama on nay to day 
peviaunve as By be ore an the Committee. tn: 


MINUTES OF PROCEEDINGS 


Tuespay, April 25, 1950. 


The Standing Committee on Public Accounts met at 11 o’clock a.m., the 
Chairman, Mr. L. Philippe Picard, presiding. 

Members present: Messrs. Anderson, Ashbourne, Balcer, Benidickson, 
Boisvert, Browne (St. John’s West), Cauchon, Croll, Diefenbaker, Fleming, Ful- 
ford, Fraser, Gauthier (Portneuf), Hansell, Isnor, Major, Maybank, Murphy, 
Picard, Pinard, ‘Prudham, Richard (Gloucester), Richard (Ottawa Hast), Riley, 
Stewart (Winnipeg North), Winkler, Wright. 


On motion of Mr. Gauthier: 
Resolved,—That Mr. ‘Croll be Vice-Chairman of the Committee. 


On motion of Mr. Maybank: 
_ Resolved—That the Committee ask leave to sit while the House is sitting. 


On motion of Mr. Boisvert: 


Resolved,—That the Committee recommend that it be empowered to print 
from day to day such papers and evidence as may be ordered by the Committee. 


On motion of Mr. Croll: 


Resolved,—That a sub-committee on procedure and agenda, to consist of 
the Chairman and members to be named by him, be appointed. 


At 10.30 o’clock a.m. the Committee adjourned to the call of the Chair. 


Tuurspay, April 27, 1950. 


| The Standing Committee on Public Accounts met at 4 o’clock p.m., the 
Chairman, Mr. L. Philippe Picard, presiding. 


Members present: Messrs. Ashbourne, Benidickson, Boisvert, Brisson, 
Browne (St. John’s West), Cauchon, Cavers, Croll, Fleming, Fournier (Maison- 
neuve-Rosemont), Fulford, Fraser, Helme, Isnor, Johnston, Kirk (Antigonish- 
Guysborough), Langlois, Larson, Macdonnell, Major, Picard, Prudham, Richard 
(Ottawa East), Stewart (Winnipeg North), Thatcher, Warren, Winkler, Wright. 


In attendance: Mr. Watson Sellar, C.M.G., Auditor General. 


The Chairman informed the Committee that the Chairman and Messrs. 

Benidickson, Croll, Fleming, Fraser, Isnor, Johnston, Langlois, Stewart and 

Winkler had been named as members of the sub-committee on agenda and 
- procedure. 


; The Chairman stated that the sub-committee had decided to call Mr. 
. Gellar as the first witness. It had been agreed that Mr. Sellar would read a 
| brief, on which he would be questioned, and that when this had been disposed 
of, the Committee would proceed to consideration of the Auditor General’s 
report for the fiscal year 1948-49. 


6 STANDING COMMITTEE ~— 


On motion of Mr. Croll;— : Be 
Ordered,—That the Committee print from day to day such copies ofits 
minutes of proceedings and evidence, in French and English, as may in the ~ 
opinion of the Chairman, be required. | 


Mr. Sellar was called, read a brief regarding certain gifts of surplus war 
assets made by the Government of Canada, and was questioned thereon. 


Mr. Sellar tabled a memorandum in amplification of his brief, copies of 
which were distributed to the members of the Committee, and which is printed 
as Appendix A to this day’s minutes of proceedings and evidence. 


Mr. Sellar also tabled a brief respecting the preparation of The Estimates, 
copies of which were distributed, and which is printed as Appendix B to this 
day’s minutes of proceedings and evidence. 


At 5.30 o’clock p.m. the Committee adjourned until Friday, April 28, at 
10 o’clock, a.m. 


A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


ie. Hovusr or CoMMONS, 


April 25, 1950 


The Standing Committee on Public Accounts met this day at 10 a.m. 
The Chairman, Mr. L. Philippe Picard, presided. 


The CuHarrmMan: Gentlemen, may I call the committee to order. 

First of all I wish to thank all of you for re-electing me; and I say re-electing 
because that has been the custom since 1945; and I wish to thank you very 
sincerely for the confidence which you have expressed in me. 

I think the first item should be the election of a vice-chairman, not that 
I intend to be away too often but it is quite in order. 

Mr. Gautuisr: I move that Mr. Croll be Vice-Chairman of the Committee. 

Motion agreed to. 

Mr. Fieminc: I think that is a good idea, Mr. Chairman; Mr. Croll will 
see that this committee does not sit at the same time as the committee on old 
age security. 

Mr. Croitu: You can make sure of that. 

The Cuarrman: I suppose it will now be in order for me to read the order 
of reference from the House of Commons, Tuesday, February 28, 1950: 

Resolved that the following members do ‘compose the Standing 
Committee on Public Accounts. 


—as you all know who you are I can skip the names. On the same date, the 
Clerk of the House reports that it was ordered that the Standing Committee 
on Public Accounts be empowered to examine and enquire into all such matters 
and things as may be referred to it by the House and to report from time to 
time their observations and comments thereon, with power to send for persons, 
papers and records. Then, on the 14th of March, there was also a report 
from the ‘Clerk of the House that it was ordered that the public accounts 
of Canada and the report of the Auditor General for the fiscal year ending 
March 31st, 1949 which were tabled at the last session on October 31st, 1949, 
be referred to the said committee. 

I might point out that of the twelve standing committees of the House this 
Public Accounts committee is the second to hold its first meeting. The only 
one that came ahead of us was External Affairs which held its first meeting 
on the 20th, so I think it may very well be said that we have been quite 
expeditious in starting our work. This committee, so far as I understand, 
has sat only about six times in the last twenty years, and it has been traditional 
that the committee would sit upon a request made by any member to the 
elected chairman. There is no fixed date, no definite time at which we should 
sit. I wish to inform the committee that I have received a letter from the 
member for Winnipeg, Mr. Stewart, asking for the committee to be assembled. 
Unfortunately I had to be away on account of illness, but I answered 
Mr. Stewart and informed him that a meeting of the committee would be 
called in the week of April 25th. That is a principle which applies; the 
committee meets when a request is received from one of its members that a 
meeting should be held. 

Mr. Firemine: May I just point out for the record that a request was made 
in the House by the leader of the opposition that the committee should be 
called to sit. 
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The CHairMAn: That may be so but the practice has always been that 
the committee was called to sit at the request of a member addressed to the 
chairman of the committee. I know that on a number of occasions members 
in the House have asked that the committee sit, and in particular I recall one 
day when Mr. Homuth said in the House that a meeting of the committee 
should be called, and on that same day he made the request to me, as chairman, 
by letter, and a meeting of the committee was called. I can assure you, 
gentlemen, that if any request by a member had been made that the committee 
be called into session, not withstanding the fact that I was away through 
illness, I would have arranged for someone to take charge until I came back. 

Now, there are a number of routine motions which I think should be dealt 
with. The first one is the usual motion asking leave to sit while the House 
is sitting. | 

Mr. MayBank: I move that the Committee ask leave to sit while the House 
is sitting. 

Motion agreed to. 

Now, the next motion is another usual one: that the committee recommend 
that it be empowered to print from day to day such number of copies of 
evidence as may be ordered by the committee. bac 

Mr, Boisvert: I move that the Committee recommend that it be empowered 
to print from day to day such papers and evidence as may be ordered by the 
Committee. i 

Motion agreed to. 


- It has also been customary to appoint a steering committee so as to avoid 
any conflict in the order of business and procedure in the work of the committee. 
It has been the custom to appoint a steering committee, and usually also the 
chairman and the vice-chairman would act on that committee. I think it might 
be in order if I were to suggest that there should be a representative of each of 
the major parties in the House on the steering committee, and to that end I 
would be glad if someone in the respective parties would let me know whom they 
would like to have represent them on the steering committee; and then, of 
course, we will supplement their nominees by an appropriate number of members © 
representing the government party. I would therefore ask the respective parties 
to let me have the names of the member they may care to designate to act for 
them on the steering committee. As soon as these selections have been made 
I will be in a position to go ahead and name the steering committee and it will 
be in a position to go ahead and plan the work of the general committee. 

Mr. Fiemine: May I suggest that we leave the actual appointment of the 
members of the committee to the chairman after all parties have been invited 
to make nominations and, that there be no decision made at the moment on the 
number. There may be some decision made later but I suggest that at present 
we do not do so. | 

The CuHairMAN: We cannot have a steering committee that would be as 
large as the full committee—it would have no purpose. It may be limited 
experience, but my experience in the past tells me that a small committee always 
works better than a large one does. 

Mr. Fraspr: How many were on the steering committee before? 

The CHarrMaNn: Last time one of the minority parties was not included, if 
I remember correctly. There was one liberal, one conservative, one from another 
group, Mr. Matthews, and the chairman and vice-chairman. My suggestion 
now is that the committee be composed of seven members—a member from each 
of the three minority groups and four others. 


Mr. Borsvert: Including the chairman and the vice-chairman? 
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The CHatrmMan: I do not know whether it should include the chairman 
_ because the chairman has no voting power unless there is an equality of votes. 
I think the chairman should be outside of the four I have in mind. 

Anyway, as Mr. Fleming has suggested, we will wait for nominations from 
_ the parties. 

aa Mr. Crouu: The resolution is: 

That a subcommittee on procedure and agenda, to consist of the chairman 
and other members to be named by him be appointed. 

I will make that motion, Mr. Chairman and we can get on with the 
business. 

Mr! Drerensaker: I second that motion. 

Mr. Browne: Do you give the number of members? 

Mr, Croiu: No, no. 

~The Cuatrman: It is proposed that we should leave the number open. 

Mr. Isnor: There are quite a number of members sitting down here, Mr. 
Chairman, and we would like to know what is going on. Would you be good 
enough to address your remarks in this direction? 

The CuartrMan: I beg your pardon? 


Mr. Isnor: There are quite a number of members sitting down here who 
would like to know what is happening. Would you be good enough to address 
us as well as one or two of your colleagues up there? 

The CHARMAN: The same thing applies to you, Mr. Isnor. When you speak 
you do not seem to ‘be addressing me. It is not my fault if the construction of 
this room is such that accoustics are bad. 

Mr. Isnor: My remarks are directed to the chair. 

The CuHairman: I will try to address that door over there, so that I will 
be speaking towards the centre. The matter was brought out last year 
of the difficulty of being heard and of hearing the various members. It is not 
our fault; the room is just bad. 

If we went to room 497 we would find it smaller and more intimate. How- 
ever, you will be more cramped—you will not each have a place at the table 
as you do here. If anyone wishes to have the meeting in a smaller room I am 
quite in agreement. 

To revert to business: the motion has been adopted—that a subcommittee 
on procedure and agenda, to consist of the chairman and other members to be 
named by him be appointed. 

I think we will leave it to the steering ne to decide the time and the 
place of the next meeting and the order of the agenda. Is that agreed? 


3 Agreed. 


The meeting adjourned to meet again at the call of the chair. 
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House of Commons, 
April 2771950. 


The Standing Committee on Public Accounts met this day at 4 p.m. The 


Chairman, Mr. L. P. Philippe Picard, presided. 


The CHatrMan: Gentlemen, we now have a quorum. 

I wish first to report that following the directions that were given to me 
by the committee I have asked the following gentlemen to be members of the 
steering committee: Mr. Benidickson, Mr. Croll, Mr. Fleming, Mr. Isnor, Mr. 
Johnson, Mr. Langlois, Mr. Macdonnell, Mr. Stewart and Mr. Winkler, to assist 
the Chairman. 

Now, the steering committee met yesterday at 2:15 and all the members 
were present. It was agreed that a meeting of the main committee be called 
for today. It was also agreed that the first business would be taking up for con- 
sideration the auditor general’s report for the fiscal year 1948/49, and then 
Mr. Sellar be asked first to come before us and to present whatever brief he 
might feel advisable to submit; and in connection with that, it was agreed that 
we would not interrupt Mr. Sellar while he was reading his submission but after- 
wards we would limit our questions to the brief itself, and that then he would 
go ahead and submit the other material which he wants to place before the 
committee, and that when he had concluded his submissions the material would 
be open for discussion. Consideration of the report of the auditor general 
itself would be the next order of business. Following that Mr. Stewart suggested 
that at the conclusion of Mr. Sellar’s examination the committee review the 
accounts of the Department of National Defence as set forth in the public 
accounts for the fiscal year 1948/49. Mr. Isnor suggested that the superintendent 
of insurance of the Department of Finance and the director of the annuities 
branch of the Department of Labour be examined by the committee as to the 
facilities of their branches. The subcommittee recommended that for the 
present we would limit ourselves to a study of the report of the auditor general 
and subsequently that a further meeting of the steering committee would be 
held to decide as to the matters that will be taken up. The subcommittee also 
recommended that we hold as many meetings as possible this week and the 
early part of next week so as to accommodate the auditor general who might 
be called to his duties at the United Nations where he is one of the auditors 


of their accounts. 


Mr. Macpnonnetu: Might I ask you a question, Mr. Chairman? 
The CHAIRMAN: Yes. 


Mr. Macponne.u: I notice from the brief which the auditor general has 
submitted to the committee that there are some specialized questions. I gathered 


from what you have just said that it was the intention of the committee to 


consider the report of the auditor general, and I was wondering if you were 
going to do that, or whether you were going to consider something along the 
lines of what is set out in this memorandum which has been placed before us. 
I just wanted to be sure whether he is going to deal with the matter at large 
and not just give consideration to certain details. 

The CuHatrMan: It was considered by the steering committee that the 
auditor general should have an opportunity of submitting the material which he 
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has prepared in brief form, and after those items have been disposed of that he 


would deal with his official report as it appears following the public accounts i 


the blue book. 
Before calling Mr. Sellar I am reminded by the clerk of the committee that 


we have authority to print such minutes of evidence as may be required, leaving 


the quantity open to the discretion of the chair. What is your pleasure with 
regard to that? 

Mr. Croitu: I would move that the committee print from day to | day such 
number of copies of its minutes of proceedings and evidence as in the opinion 
of the chairman may be proper. 

Mr. Fraser: I have much pleasure in seconding that motion. 


The CuairmMAN: It is moved by Mr. Croll, seconded by Mr. Fraser, that ° 


the matter of the number of copies to be printed be left with the chair. Is that 
agreeable? 

Some Hon. Members: Agreed. 

The CHatrMAN: Now, Mr. Sellar. 


Mr. Watson Sellar, Auditor General, called: 


The Witness: Mr. Chairman, we are now dealing with the accounts for 
the year 1949 which ended on the 31st of March of that year. 

Mr. Macdonnell has made reference to the fact that the submission handed 
to you today is on a special topic. Therefore, before I read the memorandum 
may I explain a little about the audit of last year. A general audit was made 
of the vouchers and receipts and such things to test their accuracy and so on. 
It was a test audit because we cannot examine everything, it would cost far more 
than it would be worth to you; but we carried that out thoroughly and I was 
quite satisfied with the outcome. The accounts of Canada in my opinion are 
well kept. Then, in connection with the audit, each of these supervisors was 
sent instructions ‘to watch in particular for the authority; that is to say the 
authority for the transaction by the department, and the observation of the law; 
because it is no mystery to any of us that during the war years the audit office 
as well as the departments were functioning under exceptional circumstances; 
we were operating under the War Appropriations Act which was very broad and 
the War Measures Act which was equally broad, and we knew that there was 
authority there without any searching for it. This past year we paid particular 
attention to the general authority relied on for all expenditures, and for all 
revenues. I might add that we are very pleased at the gradual and steady 
return back to the ordinary practice; everything is moving along in that way 
quite satisfactorily. We have not got back to the ideal yet but things are going 
that way. Now, this submission which I have handed to you, was founded on 
that point. It is not divulged in our report for this reason: all of its aspécts 
were not appreciated by me until as an auditor of the United Nations Palestine 
Refugees Relief I observed certain contributions of fish which have been made 
by the government of Canada which were never consumed by the Arabs, or 
never issued to the Arabs. 

Mr. Browne: What happened to that fish, Mr. Sellar? 

The CuHatrMAN: Now, Mr. Browne, do you mind? 

Mr. Browne: Pardon me, Mr. Chairman. 

The Wirness: And being an auditor of the United Nations International 
Children’s Emergency Fund I also saw prices and the invoices for certain pay- 
ments in connection with flour carriage and the transport of canned fish to the 
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Mediterranean. Linking those two together I found where fish issued by 


Canada had been exchanged by the, refugee organization with the children’s 


emergency organization for a low-grade flour, which is an issue item to the 


_ Arabs; so that it then struck me that perhaps our fisheries board when making 


such issues, with the approval of the government, was not aware that their 


donation might in effect come into competition with the wheat growers of 


Canada in a very remote manner but in theory it could be; and so there was 
the question of principle involved. Therefore, when I returned to Canada in 
the fall I studied such precedents as I could and noticed the changes that had 
taken place in the American practice as regards distribution or surplus com- 
modities and decided that if I were given the honour and opportunity of 


appearing before this committee I should bring it to your notice. Now, that 


is the background why I now present to you this memorandum rather than 
having it put in as a part of my report. It is a question of principle. I am 
not at all concerned over the goodwill, but I thought I should draw attention 
to the question of principle involved. 

Shall I read the memorandum, sir? 

The CHaIRMAN: Certainly. 

_ The WITNEss: 

1. In 1921 the United Kingdom Public Accounts Committee reviewed 
the making of substantial gifts of war stores to Australa and Canada and of 
clothing and food to people in eastern Europe. There was, and still is, a statute 
dating from the reign of Queen Anne which prohibits any gift of public property 
without prior consent of parliament. A question was wether changed relation- 
ships between parliament and the Crown had made this statute obsolete. The 
committee decided that modern application might be that the Crown could 
make small gifts, but any having a value of £10,000 or more should be made 
only after parliamentary approval. However, the matter was again reviewed 
in 1922 and an extract from the report of the Public Accounts Committee is: 


On inquiry we find that the greatest constitutional authorities have 
laid it down that gifts of national property cannot be made without 
the approval of parliament. We are therefore doubtful whether, even 
in suggesting a limit of £10,000 last year, we did not go further than 
the constitution allows. 


No general legislation resulted, Bie it was arransed that: (a) particulars of 
all gifts would be given annually to the House of Commons, (b) Treasury 


consent would be necessary before any substantial donation was made by a 


department, and (c) the Treasury would be the authority held answerable 
by the Public Accounts Committee. The reason the committee reviewed the 
situation is that stores and public property being the equivalent of money, 
parliament, in order to maintain control of the public purse, must be in a 
position to make certain that appropriations are not indirectly made without its 
knowledge and consent. 

2. Since the war the government of Ganda has made gifts of surplus war 
assets, the Surplus War Assets Act permitting the government to deal in them 
“either gratuitously or for a consideration”. The reason attention is now drawn 
to the question of power to make gifts is because, in the financial year 1948-49, 
donations having a cost value in excess of $1,500, 000 were made of agricultural 
and fisheries products olor had been acquired through the operation of prices 
support boards. 

3. The Agricultural and Fisheries Prices Support Boards are bodies cor- 
porate, but the statutes declare that all property acquired or held by them 
“shall be vested in His Majesty in right of Canada’. Buying operation are 
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financed by means of advances from consolidated revenue fund. In the case of 
the Agricultural Board, the maximum of advances is $200 millions, while that 
of the Fisheries Board is $25 millions. 

4. Each board enjoys a power ‘‘to sell or otherwise dispose” of any product 
purchased. One construction which may be given to the words is that the 
boards. have a blank cheque authorization to dispose of as they see fit. On 
the other hand, it may be that the true intent is that, while such a board may 
decide that, to attain an administrative objective, inventories should be reduced 
by giving food products away, the selection of beneficiaries is regulated by 
such restrictions as the Crown may be subject to. It is for this reason that 
particulars of the donations are now given. 

5. Due to warfare between Jews and Arabs, over 700,000 persons became 
refugees. The United Nations decided to create a special account and invited 
all nations to make voluntary contributions. The moneys thus collected are 
used to feed the refugees. In the annual report of the Agricultural Prices Support 
Board is to be found the following: , 

In order to support the market and at the same time assist in 
filling a genuine food need it was decided to donate a quantity of beans 
to Palestine relief and $200,000 was allocated for this purpose. The 
purchase was made at a price which would return $3.75 to the growers, 
which was the initial price laid down in their marketing scheme under 
the Farm Products Control Act of Ontario. 


6. To support the Canadian market, the Fisheries Support Board took 
delivery of 151,000 cases of canned herring, mackerel and cod. Its report 
states: 

The disposal of the canned fish presented a serious problem. Constant 
contact was maintained with international and domestic relief agencies — 
throughout the purchase period in an effort to consummate sales at 
prescribed or reduced prices. Such outlets as cat and dog food and 
soup manufacturers were thoroughly canvassed and an offer was made 
to suppliers and exporters generally to resell the fish at prescribed prices 
for approved export shipment. 


Only 3,036 cases were sold to commercial exporters, but a further 7,479 cases 
were sold at a 15 per cent loss to the International Children’s Emergency 


Fund. Of the remainder, a gift of 95,657 cases was made for Palestine refugees’ _ 


relief. Actually, none of the fish was distributed to refugees. The receiving 

authority exchanged it for flour because fish was not a ration item. The 

remaining 44,800 cases were donated to 114 public and charitable institutions 

in Canada. 4 
7. The Agricultural Prices Support Board’s report also chronicles: 

The end of the fiscal year 1947-48 found the board in possession 
of a considerable quantity of processed apples which had: been acquired 
under the support program for the Nova Scotia apple crop of 1947. They 
could not be sold in Canada except at prices which would have spoiled 
the market for producers in other provinces, and foreign buyers could 
be found for only part of the supply. Distribution of a portion of the 
stocks was therefore made to the Department of Veterans Affairs and 
other government services and to institutions such as hospitals; the 
receiver paid the cost of distribution only. The remaining stock con- 
sisting of some 187,000 cases of apple sauce, was given the the British 
Ministry of Food, which paid the cost of inland and ocean transportation 
to the United Kingdom. 


The actual distribution was: British Ministry of Foud, 187,063 cases; 307 
Canadian hospitals, 96,783 cases; and government departments, 26,247 cases. 
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8. It may be noted that: 
(a) no appropriation was made by parliament to provide for a contri- 
bution to the special account of United Nations for Palestine refugees’ 
relief ; ° 
(6) Parliament has fixed $1,250 millions as the maximum of financial 
assistance which the government of Canada may extend to the 
government of the United Kingdom; 
(c) the government of Canada is not the authority over public and 
private hospitals and charitable institutions; 
(d) the gift of 26,247 cases of apple products to government institutions 
was, in fact, a supplement to the votes for their operation; 


(e) none of the commodities involved were of perishable nature. 


9. The statute enacted in 1702 during the reign of Anne was regarded in 
Attorney General of Canada v. Higbie et all 1945, S.C.R. 385 as applicable in 
principle to governments in Canada; but the legal position is not the consideration 
which prompts this submission. My view is that no one will willingly subscribe 
to a rule that, by reason of a technical quibble, food products should be 
allowed to go to waste. Attention is drawn to the matter because, until a 
formula is enunciated to regulate practices, parliamentary control over the 
public purse is impaired. 

The CHAIRMAN: Do you care to make any further comments or are you 
open for questions? 


The Witness: Well now, gentlemen, with regard to this particular one 
that I have here, I have given a lot of thought to it and I put down my 
thoughts here in a little memo which I will read if you wish. I do not know, 
strictly speaking, that I would say it is good law, but I think it is good common 
sense; I don’t go beyond that. Generally speaking, my view is that, both of 
these boards have a responsibility to the producer, they are set up to maintain 


_ prices and to work out a fair trend from wartime to peacetime, a fair relation- 


ship between prices for agricultural and fisheries products and those of other 
industries. Therefore, essentially, their responsibility and duty is to the 
producer. Now, it occurs to me that so far as the distribution to Canadian 
hospitals is concerned—I might say that these goods were distributed to all 
hospitals—so far as fish products were concerned, and the agricultural com- 
modities, chiefly apple juice and apple sauce, they were distributed in all the 
provinces other than British Columbia—at that time Newfoundland was not a 
province of Canada. What makes me worried about that is this: if these 
hospitals needed these products they should be buyers in the market and in 
that way create a better market in that field. On the other hand, if products 


were distributed to them to take care of indigent patients and so on it was a 


relief measure, and if this precedent were allowed to stand the government of 
Canada might find itself in the relief business from an agricultural sense 
through the prices support boards. That has been my main reason for calling 
the attention of the committee to it. I do not think it has been abused, but 
from the standpoint of a precedent I thought it was something that should be 
brought to your attention. So far as the export to the United Kingdom is 
concerned—and the lots of goods sent overseas for relief—it seems to me that 
a gift of this nature involves a matter of policy in which parliament is interested 
and that there should be an appropriation which could be used for that purpose. 
Generally speaking, it seems to me that parliament has an interest there. So 
far as donations to the Department of Veterans Affairs are concerned, or to the 
R.C.M.P. or the naval dockyards, the Indian Affairs Department and so on, 
each of these departments come to parliament and ask for money that they 
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consider they will require to finance themselves for a year. Having been ~ 
granted that money I think that if they were to get fish or apple products Se 
they should pay cash to the Prices Support Board for them because it is an © 
indirect way of supplementing their appropriations. What I have to say is — 

summed up essentially in paragraph 7 on page 2 of the material I have © 


submitted: 


bearing the cost of a transfer of commodities to the use of a department 


There does not seem to be justification for a Prices Support account ‘s 


of government. Section 9 vests in the boards a power to purchase as agent ss 
for departments, and parliament annually appropriates what is recom-  ~ 
mended by the Crown as the amount necessary to finance the cost of — 


departmental services. The departments should pay for all commodities 
thus acquired by them. 


The CHAIRMAN: Before we open questions on this part of your submission 
may I ask you, Mr. Sellar, if you have any suggestions to make concerning 
that last paragraph? 

The Wirness: My suggestions would be these, if I might be permitted to 
read from the memorandum, sir: 

8. Practice might be: 


(a) Whenever a provincial welfare need exists in Canada and a Bice a 


Support Board holds commodities which may be applied to that need, 


and the products cannot currently be sold at prices within the intent a 


of Prices Support legislation, the Governor in Council may make 


transfers to the Provinces on such terms and conditions as may ae a 


requisite; 


(b) No substantial donation should be made of commodities to any 4 
other authority without the sanction of Parliament. But when an ~ 


appropriation permits a monetary advance or contribution to be ~ 
made, the Crown may substitute, in whole or in part, commodities — 
held by a Prices Support Board and, to establish value, the cost price | 
may be discounted up to 25 per cent: 


(c) Particulars of all transfers to Provinces and of all eifts should be A 


laid before the House of Commons from time to time; 
(d) Disposals to departments of government should be for value, 


That is my approach to that, briefly. Do you wish this memorandum a 


I have just summarized for you? 


The CuHairMAN: Yes, I think it would be helpful if we had that circulated q 
to members. Are there any questions? a 


Mr. Ftemine: Might I ask one question there in connection with this matter 


of the fish which was exchanged for what was described as low-grade wheat? a 


I would like to know if you can tell us from what country that low-grade wheat 
came? 

The Wirness: That is debatable, sir, as to where that wheat came from; 
it may have been Australia, it may ‘have been France or it may have been 
erown in the eastern part of the Mediterranean countries. 

Mr. Fueminea: It certainly wasn’t Canada? 


The Wirness: No. There was one shipment where there was a tremendous i 
controversy over the quality of the flour which was being issued and to which ~ 
the League and Red Cross societies took strong exception; in one instance it 
was analyzed by three different authorities one of whom said that the flour was 
of a quality which might have been ground from low-grade French wheat. or 
low-grade Canadian wheat. 

Mr. Fieminc: Do you know what became of the Canadian fish used for 
relief purposes eventually? 
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The Wirness: My belief is that it was issued to the children and expectant 
mothers in the Balkan countries by the International Childrens Emergency 
Fund. The distribution is quite heavy in those areas and I believe they 


an consumed that fish. 


Mr. Isnor: Mr. Chairman, when I read this report I realized of course that 
we had a very experienced witness before us in the person of Mr. Sellar and 
that his comments would be very helpful to the committee, and I wondered just 
what he had in mind in presenting to us a report of this kind. I can tell him 
quite frankly that I was rather amazed at this type of report coming from him 
instead of a general constructive report based on his duties as auditor of the 
public accounts, because he always gives us something on which to carry on 
our inquiry with respect to the different departments. I was interested to learn 
about the fish and the apples, because we in Nova Scotia are particularly 
interested in both of those commodities, and I recall the very favourable 
comment that was made by producers with respect to the action which had 
been taken in disposing of these fish and apple products. I noticed when I read 
paragraph 4 on page 3, in respect to apple products being given to govern- 
mental institutions, Mr. Sellar states that it was in effect a supplement to the 
votes for the operations of the department or branches concerned and I wondered 
just how he arrived at that. With regard to the disposition made of the apple 


_ products to hospitals and institutions, I would have thought that it would have 


‘been satisfactory for them to give the patients more of that type of fruit instead 
of the oranges which we have to import at a considerable cost. 

Mr. Macponnetu: That is not what he meant. 

Mr. Isnor: I think Mr. Sellar knows very well what he means. I was 
wondering whether there was to be a different practice set up. I would have 
considered it a practical saving in the operation of those institutions when they 
used apples from Nova Scotia in the place of oranges from California. Perhaps 


~ you would enlighten me on that particular angle as to whether there was a 


saving in respect to the institutions and whether you audited their accounts 
to determine whether such a saving was effected? 
The Cuarrman: If I may be permitted to interrupt, I think Mr. Sellar 


expressed the thought, just before you rose, that it was not so much what 


happened that concerned him but the principle involved. 

Mr. Isnor: I quite understand it. 

The Witness: I could clear the matter up with Mr. Isnor by saying that 
the problem of a supplementary appropriation is this: any deficiency, or any 
loss in a year in the case of either of those two boards is, by the Act, to be 
appropriated for by parliament; so you will be asked for a vote in connection 
with the Fisheries Support Board to the amount of $538,000 for this deficiency, 
and in the case of the Agricultural Prices Support Board in the amount of 
$3,474,000. 

But if, let us say, the Veterans Affairs department had paid cash to the 
Agricultural Prices Support Board for that apple juice, then the amount you 
would have to appropriate to make good the deficiency would have been less. 
It is a matter of bookkeeping. 

Mr. Fraser: But the balance in favour of the veterans affairs would have 
been higher? | 


By Mr. Isnor: 

Q. It is reasonable to say that their expenditures for fruit and fish out of 
their appropriations would be lessened to the extent of those two commodities?— 
A. That would not support the principle. The principle was that this was not 
going to come in competition with their ordinary buying. This would be supple- 
mentary. 
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Q. But is it not reasonable?—A. Oh, I think it is reasonable. But suppose 
they were just running close to the margin of their vote. 

Q. But any savings they would have would be returned to the Consolidated 
Fund?—A. Oh, yes. 

Q. So unless you are in a position to say there was no saving, that is 
hardly justified—adding to their appropriation. That is my point. 


Mr. JoHNnston: Can you say that the Prices Support Board would be 
running close to their margin while the Veterans Affairs department would not be 
depleting theirs to the same extent, and therefore the Prices Support Board | 
would be accused of something for which they were not to blame? 


Mr. Fitemtine: Before we get too far away from Mr. Isnor’s question, I think 
that the memorandum we have before us is a very useful one and I am sure 
there will be a number of questions in regard to it. I agree with Mr. Isnor 
that it was not quite the way I understood, when the Steering Committee met 
yesterday, that Mr. Sellar would begin his instruction to the committee— 
because that is what it amounts to—I thought we would have something rather 
more general and basic, something of the nature of the memorandum which _ 
Mr. Sellar laid before the committee two years ago in relation to the whole 
basis of preparation of estimates and review of public accounts. : 

The CuHarrman: If I may be permitted to interrupt, I am the one who ~ 
_ spoke to Mr. Sellar immediately after, and I left him entirely free. I told 
him the committee wanted to hear him, and if he had any preference as to 
the material with which he should start, then he was entirely free to choose 
whatever material he wanted. 

When we met yesterday we agreed that Mr. Sellar should come to us ~ 
and present his brief. We had no instructions to give him as to which of the 
different items he should bring up first. So I left him entirely free. He told 
me he would bring up three memoranda and I said I thought it would be 
agreeable to the committee. 

Mr. Fuemine: I appreciate, Mr. Chairman, that it was on pretty short 
notice. But may I ask Mr. Sellar if he is in a position to bring to the committee 
at its next meeting, or at a later meeting, some of his views of a more basic 
nature with reference to public accounts and the preparation of estimates and 
so on. I mean the sort of thing he put before the committee in 1947 and 
recently before the Senate? I think that would provide a basis on which 
to build our hearings in this committee from this point forward at this session. 

The CHAIRMAN: That would ‘be the next order of business which Mr. Sellar 
agreed to take up. : 


Mr. Macponnetu: I think you did explain that. 

The CHAIRMAN: Yes, before you arrived. I explained that the next order 
of business chosen by Mr. Sellar would be his views on estimates. We have 
just received the document so it was just before you arrived. 

Mr. Fiemine: I am sorry, but I was detained in the House. 


By Mr. Fraser: 

Q. With respect to this fish which was exchanged for flour, have you any 
idea how much was exchanged and what the value of it would be in dollars?—A. 
The particular transaction which I have before me in connection with the Arabs 
amounted to $315,000 and I understand there was a further shipment after that. 

Q. You say it amounted to $315,000 and that it was sold at a loss of 15 per 
cent?—A. No. The 15 per cent does not enter into that at all. 

Q. That was all exchanged for flour?—A. Yes. 


Q@. And you say there was a further amount after that?—A. There was a 
further shipment. 
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Q. And how much was it?—A. I do not know. 


Mr. Browne: I have the particulars here, if you would like to read them, 
Mr. Sellar. - 


By Mr. Fraser: 


I wondered how much flour we exchanged for our fish?—A. I do not know, 
sir, as to the quantity. 

Q. At least it was to the amount of $315,000?—A. Those poor devils over 
there have a food budget of a value of about $2 a month. It is a pretty skimpy 
ration. . 

@. Yes, it would be skimpy. I wondered just how much it was. 


By Mr. Boisvert: 

Q. May I ask Mr. Sellar if this country made similar gifts after the first 
world war? Does Mr. Sellar know if such gifts were made?—A. I do not know 
because I was not here. 

@. You do not know. I asked the question because I remember that 
some of the provinces made gifts following the first world war, gifts to the old 
country ?—A. And at the outbreak of world war II. 

Q. What would have been the practice. 


By Mr. Macdonnell: 

Q. It occurs to me to ask one question in connection with Mr. Sellar’s sug- 
gestion in paragraph 8 of his memorandum which has just been circulated. He 
seems to indicate quite different treatment for what he described as a provincial 
welfare need on the one hand and for disposal to a department of government. 
In the first case he says: ‘Disposals to departments of government should be 
for value.” But in paragraph (a), he says: “Whenever a provincial welfare 
need exists...” 

The transfer should be made on such terms as may be requisite. Are you 
‘leaving it wide open there to make gifts if desired, and if so, why? Why the 
difference?7—A. I may be influenced by my personal opinion, but I think 
that 1f we have got something which we cannot sell, I would rather see it con- 
sumed by Canadians than to see it sent abroad. I may be narrow-minded, but 
I approach the problem that way. My next thought is this: who is responsible 
for the relief of people who cannot buy? The provinces. Therefore I would 
say: turn it over to the provinces and let them administer it subject to their 
legislation. | 

Q. You say “turn it over”; do you mean to turn it over as a gift—A. Yes, 
sir. 

Q. But in the case of other government departments, you feel that it should 
be disposed of on a purely business basis, and that constitutes the difference ?— 
A. Yes, sir. I think a government department should pay its way. They can, 
of course, ask these support boards to purchase for them. 

Q. Well, it is not clear to me why a government department should pay its 
way and not a province?—A. The reason is this: when a department comes 
before you gentlemen in the House of Commons asking for supply, they ask for 
the amount that they require in a given year, and I feel they should be held to it. 
That is my sole reason. I would agree with Mr. Isnor that in practice his 
argument is absolutely sound, but I believe a department should be bound down. 


By Mr. Croll: 

Q. I have not attended this committee as often as I should, but would you 
make that representation with respect to the Post Office department?—A. I 
would like to see the Post Office department financed out of its revenue. 
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Q. Have you made that recommendation?—A. I have and to this com- 
mittee, sir. 

Mr. Wricut: In respect to this surplus production which comes under the 
control of the Prices Support board, Mr. Sellar suggests that it be given to the — 
provinces for relief purposes. I think if we should do that we would get into ~ 
difficulty because this is surplus production in Canada and because it is surplus 
production the Prices Support board has taken it over. And if the board should 
turn it back to the provinces, we would only be defeating the purpose of the 
board, which was to take that surplus out of consumption in order to hold a 
certain price level. There would be that difficulty in turning these products back. 

Let us suppose that the board should take over 1 million boxes of apples — 
from British Columbia, and let us suppose that they turned those apples back  — 
to the province of Saskatchewan because certain classes of people in Saskat- 
chewan were not able to purchase apples. Immediately they did that those apples 
would go into competition with the ordinary sale of British Columbia apples in | 
Saskatchewan. So I think we should first hear evidence from the Prices Support _ 
board before we come to any decision on the matter. 

I would agree with Mr. Sellar in his other observation that if a government 
department be supplied by the Prices Support board it should pay for those 
supplies, otherwise you would ‘be showing a loss in the operation of the Prices 
Support Act, and you would be giving credit to some other government depart-  _ 
ment which itself can come to parliament to get an appropriation to cover its — 
needs. 

Mr. Fraser: I think it is much the same as the Public Works department 
paying for office buildings and for telephones and so on in such a way that each 
department does not properly show its own expenses. They do not even cover ~ 
the maintenance of the buildings which they occupy, and that includes the 
Post Office department. 


By Mr. Isnor: 

Q. I think that Mr. Wright’s point is well taken. And I think that Mr. Sellar 
is speaking from an auditor’s or from a departmental standpoint undoubtedly 
when he says he would rather see those products used in Canada by the various _ 
departments than to see them shipped overseas——A. That was a personal opinion 
rather than an official one. oe 

Q. But I would differ with Mr. Sellar and agree with Mr. Wright that if 
we are going to take care of our surplus and our markets at the same time, we 
must carry out the intention of the boards which were set up to take care of — 
surplus and not dispose of that surplus in our own markets. But the only other 
market so far as we know is that of the starving millions overseas. 4 

Mr. Jounston: I would like to say that I agree entirely with Mr. Sellar, 
but I think I can see the point of view of the other members. There are two 
angles from which to look at it. 

There may be, as Mr. Wright suggested, a surplus of apples in British 


Columbia; and if those apples were taken over by the Prices Support board — 


from British Columbia and given, let us say, to Saskatchewan, there might be 
a condition in Saskatchewan where British Columbia apples are on the open 
market, but the point would be that people in Saskatchewan might not be 
financially able to buy those apples and yet they would be in need of apples. 
Mr. Sellar has pointed out that there is a difference between a financial surplus 
and a surplus of production. I take it Mr. Sellar’s point of view was, that while 
there is a condition in Canada—take the unemployed for example; there are 
about 400,000. 

Mr. Crotu: No, 300,000, Charlie. Get it right. 

Mr. Jonnsron: I think the papers said last night there were over 400,000. © 
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Mr. Crouu: As of March the 1st? 

Mr. Jonnston: Well, we will get— 

The CHAIRMAN: Order, order. 

Mr. Jounston:, I am not arguing whether there is one over or one less, but 


the point is that while there is a need in Canada, my view is that that need 
~ should be met. I am not going to argue at this point how it should be met. 


And if it were a true surplus, then you could ship your surplus of apples or 


whatever it happened to be over to the other countries. And in conclusion I 


would concur entirely with what Mr. Sellar has said particularly from the 
standpoint of accountancy. 

Mr. WricHt: I agree with what. Mr. Johnston has said to the extent that 
we should meet our needs in Canada; but I do not think we would be doing 


) _ it in a very business-like manner in doing it this way. We would be only making 


the problem worse and creating trouble rather than solving the problem. 

The CuatrMan: I think the main point of the memorandum is to regularize 
the practice, and that it would be up to us to make a recommendation as to how 
this should be put in order, if we feel hke it. Mr. Sellar, on page 2 of his 
memorandum, suggests that parliament should authorize a step of this kind and . 
I think that is as far as he wants to go in the way of making a recommendation 
that might be adopted by this committee, namely, just to regularize a practice 
which has been going on in the past. 

Mr. Crouu: What he says is that we have done the right thing but in the 
wrong way. 

Mr. Macponne.u: I think we should hear from the responsible authorities 
of the Prices Support board because as Mr. Sellar has pointed out, however our 


hearts may tell us, these things should be dealt with in a certain way, and we 


may be demoralizing our markets in doing it in the wrong way. 
The CHarRMAN: I agree with you; and if at a later date the committee 
wishes it we could call on these people. May we now pass on to the next order? 


By Mr. Browne: 

Q. I notice that paragraph 4 says: “Each board enjoys a power ‘to sell or 
otherwise dispose’.” I noticed in the papers this morning that cheese will be 
sold at a loss of 4 cents on the price at which the government requisitioned 
it—A. That is covered by section 9 of the Act. 

Mr. WrrcuT: I think that before this committee reaches any decision on 
this matter that the Agricultural Prices Support board should be provided with a 
copy of this memorandum and be given an opportunity to come here and 
comment. . 

The CHaAtRMAN: We are just starting our meetings, and since Mr. Sellar 
has to go away on other business, we wanted to hear from him first. But this 


committee will be calling other witnesses before any conclusion is reached. 
- We are just in the preliminary stage. And when I ask if we might go to the 


next order of business, I do not mean to suggest that we have approved any 
suggestion made up to now, but I am merely interested in expediting the 
proceedings. Now, Mr. Sellar, would you indicate which one of these you would 
like to take up first? 


The Wirness: Let us take up the big one. 


By Mr. Isnor: 
Q. Before you leave this, I would like again to ask Mr. Sellar whether he 
has any way of telling us if the government departments or the hospitals made 
a saving on their expenditures because of these gifts or donations of apples 
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and fish?——A. I cannot prove my statement one way or another but I can aye i: 
that each of these departments concerned ended the year with a surplus i mn their “a 
votes, if that is the answer you want. ai 

Mr. Macponneiu: One might say that they got an extra ration. 

Mr. Fraser: In dollars and cents how much would this amount to, do you 
know? 

Mr. Browne: $1,188.671. 

The Wirness: In the case of apples, apple sauce and apple juice, there 
were 96,000 cases, but I have no dollar value for them. And in the case of fish, 
I am sorry but I have not got the dollar value for it. 


By Mr. Browne: 
Q. Does it not give the dollar value at the top?—A. It does not break it 
down by departments. 


By Mr. Fraser: 
; Q. You say there were 96,000 cases. Was that all distributed here in 
-Canada?—A. I beg your pardon. To the federal gonernment departments the 
figure was 26,000 cases. 

Q. You say 26,000 cases?—A. Yes, sir. 

Q. And the balance of the 96,000 cases?—A. The 96,000 went to hospitals 
and institutions, and 187,000 went to the British Ministry. 

Q. I see. seuiA Might I say to Mr. Wright that this morning as soon as 
I learned that this paper of mine had been distributed, I sent a copy of it to the 
Deputy Minister of Agriculture, a copy of it to the Deputy Minister of Fisheries, 
and a copy of it to the Deputy Minister of Finance so that Gey would have a 
chance to acquaint themselves with what it was. 


By Mr. Larson: 
Q. I was wondering how this problem would be related to y that matter of 


the domestic wheat which went into the Canadian market to the amount of 


some 140 million bushels a couple of years ago, at a little over 77 cents, while 
at that time the initial payment to the farmer was $1.25 and the board’s price 
to Britain was $1.55. I would like to have some information on that because 
wheat is talked about quite a bit out in western Canada and I was wondering if 
there still was not another 30 cents which should come from the Consolidated 
Revenue of Canada into the fund of the Wheat board.—A. I am not the auditor 
of the Wheat board, Mr. Larson. I am sorry, but I am not familiar with those 


accounts. Either the Department of Finance or the Department of Trade and 


Commerce should be the one to help you out. 

(J. That does not come under the province of this committee at all? 

The Cuatrman: The Public Accounts Committee is authorized to look into 
the reports of the Auditor-General and the public accounts, and if you have any ~ 


question about the public accounts you may bring it to this committee. But it 


does not relate I think, directly, to the memorandum which has been given by 
Mr. Sellar. 


OK Are there any questions on this first brief which hee been presented by Mr. 
Sellar? | 


By Mr. Benidickson: 
__. Q. Is there any reference at all in the public account books to the matter 
which Mr. Larson refers to?—A. Only by implication, sir. 


Q. Then where would it appear by implication?—A. You would find that in 
connection with the balance sheet; the government of Canada is guaranteeing 
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Be, loans by the banks to the Wheat board and you will find, if you want to get an 


item relating to the Wheat board, that paragraph 67 of my report deals with the 
payment of $11 million to the Wheat board for reimbursing those who purchased 
Canadian milled flour for human consumption. Those are the only two ref- 
erences I can give you. 

Mr. Wricut: I think that would come directly under the vote in the past 
year. In 1949 from August 1 or July 31, the new crop year, there was a price 
charged to the domestic trade in Canada on wheat of $2. per bushel. But the 
price at which the wheat was sold by the Wheat board since August 1 ‘has 
averaged, I believe, around $1.15 to $1.20 per bushel which would indicate that 
there was a subsidy from the wheat producers during this last year which would 
be approximately 15 to 20 cents a bushel on the domestic wheat consumption. The 
subsidy was much larger in the period referred to by the hon. member for Kin- 
dersley, when the price to the miller was $1.25 and the world price for class 2 
ranged as high as $3.25 a bushel. I think there was an item on it in these matters 
which are before us today, from August 1 until the end of 1949, in which the 
Wheat board subsidy was paid. 


The CHarrMAN: If at a later date when we come to the auditor-general’s 
report anybody wants to raise that question, that should be the time to do so. 

Shall we proceed in the order recommended by the steering committee to 
the second memorandum brought by Mr. Sellar? 


Mr. Crotu: Is this the same memorandum you presented to the Senate? 
The Witness: No sir, not exactly. I would just like to explain it. 
Mr. Crouu: Yes please. 


“The Witness: I am sorry that I have disappointed some of the members 
of the committee in my submissions today. I had short notice. I had one ready 
on my files so I had it sent up last evening. I am afraid my notes are not in 
very good shape. I usually put any observations by way of criticism which I 
may think it proper to make in my printed report. A few weeks ago the Senate 
decided that they wanted to enquire into estimates and they were reading up the 
various items from the book. The chairmen were not accustomed to seeing the 
estimate books, that is in the book form. They usually do not get that blue 
book. So I was asked if I would prepare a memorandum for them which might 
help them in steering their committees on to the points of interest to them, and 
do so in such a fashion that they might go directly to a single paragraph and 
use it as they saw fit along with the appendix to it. I did so. I was asked for 
a second one and I prepared it. ‘Those were delivered to the chairmen and 
ultimately distributed to all members of the Senate. I was not called upon to do 
more than to lay it before the Senate committees. I was not examined on it. 
The result is that there were three memos which I made for the Senate and they 
are very untidy. They are verbose and they duplicate each other. Im view of the 
fact that the speech from the throne this year has indicated that the Consolidated 
Revenue Audit Act may be revised at this present session I thought it might be 
of some use to some members if I were allowed to consolidate the various state- 
ments I have made to the Senate into a better reading document, and I have 
done that. I do not suggest for a moment, sir, that you bother reading it into 
the record because on previous occasions every point in the material has been 
read into the records of your committee. If you wish me to read it I will do so, 
but I do not think there is any new material; it has Just been brought up to 
date. If you wish me to read it I will do so, otherwise I will leave it with you. 

The Cuatrman: Might I ask you just one question. This brief represents 
how in your opinion the House should reform, shall I say, its present approach 
to a study of the estimates? 
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The Wrrness: Well, my approach is this, sir. We are in big business in ~ 


the government of Canada today. You are being asked to appropriate 


$1,400,000,000; and my thought is that you will agree with me, gentlemen, — 
when I suggest that you haven’t got the time to go minutely into everything; — 


and there is a lot of talk and discussion, which I may say I believe in myself, 
that there should be an estimates committee. In 1947 this committee considered 
recommending that there should also be an estimates committee and combined 
with this committee. I think sooner or later you are going to be faced with that 
problem. My thought is simply this, and it is my suggestion, that if you do set 
up such a committee you would have in the estimates the information you 
require; and, further, and I regard this as more important, if we civil servants 
are to be allowed to appear before committees can we start log rolling for our 
- favourite hobbies and bypass our ministers and start bartering for votes for 
our pet projects. That is one of the things that I think you may be up against, 
and for that reason I would like to see the next part of the estimates rewritten 
in such a way that they will be clear and precise, so that when any item is 
up for discussion directly with civil servants there will be no way on the part 
of the civil servant to get around his minister; that the vote will set out the 
policy of the department and the control of expenditures set by parliament, 
so that, once approved there cannot be any departure from declared policy. 
These are the main reasons for my concern over the form of the estimates, and 


I do not think you can now get any information whatever out of the present — 


printed details. 
The CuarrMan: Then I think we will take your suggestion that it is not 


necessary for you to read the memorandum to the committee, but in order that . 


it may be before us in complete form I would suggest that it be printed in 
today’s report of our proceedings as an appendix; it will be appendix “B” to 
today’s report. May I also suggest that it will be a good thing for members to 
read this material very carefully so that when we meet again tomorrow morning 
they will be in a position to ask you questions about it. Are there any particular 
sections in it to which you would like to direct special attention at this time? 

The Witness: Well, sir, the essence of my submission, will be found in 
paragraph 10 which you will find on page 6. 


Illustrations of ambiguous directions are: Vote 19 will grant 


$1,342,000 for the Live Stock and Poultry production service of the 
Department of Agriculture. Vote 28 grants $1,204,000 for the Depart- 


ment’s marketing service associated with Live Stock and Live Stock — 


Products. Where is the dividing line Parliament intends being drawn 
between production and marketing? Or take these Veterans Affairs 


votes: 
SOL: “Treatment services aa sone ee as ponte $34,389,177 
532.'s Prosthetre’ services= ier G ea cy eed 983,450 


Is the intent that, if and when Vote 532 is spent, no further patients may 
be accepted, or may they become a charge to Vote 531? Actually, Vote 
532 is to finance the manufacture of goods required by the hospital 
services, just as 

BA an ood, andes) rio games ale iipas tana Nba et ee et $704,450 


is not to purchase food and drugs, but to pay the salaries and expenses 
incurred in administering the Food and Drugs Act. 


I have given you an indication there of why I think it is very difficult to 
understand what is involved as to policy after the vote is granted. That is what 
I mean. May I say at once that that is not the fault of parliament and I am 
not trying to blame anyone, and I know how the departments function; I will 
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say frankly that when I was in the department I did the same-thing. You will 

see from the examples I have given you that the object is to keep the text down 
to the fewest possible words, and it is in that I think that the weakness lies. 

_.. Mr. Crouu: Take this item 217, food and drugs—$704,450; if you turn up 

_ the estimates you will find that the details are given there that that is for the 

_ salary of the director, his assistants and right on down through the staff, and 

_ also the various other items which are to be paid out of that vote. What is 

_ wrong with that? 

i The Wirness: Well, sir, the point I am making is that as you read the 

item there as it appears in the Appropriations Act you would naturally think 

_ that amount of money, $704,000, was to be spent on food and drugs. 

Mr. 'BRowNE: Yes, you would think it would be on health services. 

_ The Wirness: Yes, you would think it would be to buy food and drugs, 

but that is not what the item is for at all. If you go to the estimates in the 

- blue book you find the purpose for which it is intended to be used set out in 

_ detail, as you have said, and you find that it is almost entirely for salaries 

_.and supplies. 

. ‘Mr. Browne: Exactly, and if you turn to page 176 of the blue book on 

_ estimates you find detailed there every single item which that vote is intended 

- to cover; you have detailed there sixty-one permanent positions and one hun- 
dred and sixteen temporary assistants positions, to a total of one hundred and 
seventy-seven positions, ranging from the director and his assistant down 

_ through to stenographers and clerks; and then, if you go to the next page 
you find that it also includes items for express, telephones, printing, travelling 

and so on down to and including acquisition of equipment. It gives you all 

- the details. 

The Witness: But those details are not printed in the Act, the Appropria- 
tions Act, which we administer. In that Act the item would just read: “Food 
and drugs, $704,450”, and that is the difficulty in so far as control is concerned. 

_ Mr. Browne: Would you not be guided in that by items 216 and 217, and 

P on down, under health services? 

; The Witness: It would appear that way in your book. We know what it 

- is and what it is for. My point is that the details do not appear in the Appro- 
priations Act. 

| Mr. MacponneE.u: The real weakness there I take it, from what you have 

_ said, is the fact that the Appropriations Act does not carry in it the details 

which appear in the item in the estimates in the blue book; is not that what 
gives you concern? 

| The WitnEss: Yes, that is the weakness. 

Mr. Macponneutt: How much of the detail of that item do you think 
should be included in the Appropriations Act reference? - 

Mr. Browne: Well, you can get that from the estimates. 

The Cuairman: As Mr. Brown suggests, when we turn to the estimates 
we have all the details of this item. The same detail does not appear in the 
Appropriations Act, but we get that by referring to the blue book on the esti- 
mates, to the item concerned. When it comes to a matter of administration it 
is very easy to refer to the estimates themselves. 

Mr. Macponnetu: But that does not meet the point under discussion. The 
point is how much of that detail gets into the Appropriations Act or should 
go into it. 

The CHatrman: You mean that the shorter item in the Appropriations 
Act is in effect misleading because it is insufficient in detail. 
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The Witness: It presents no problems to us in our audit because we know 
the department and know what is intended, we know all about it; but what — 
gives me concern is that I do not know whether you gentlemen. know whether 
that is what you are appropriating or not, whether you are appropriating 


what was intended. 
Mr. Browne: Sure. 


The CuatrMan: Yes, because all we have to do is to refer to the related 


item in the estimates. 
The Witness: Just on that point may I refer you to the item which starts 


at the bottom of page 7 and continues at the top of page 8. I will read it to © 


you: 
The “Details” now printed at the back of the estimates book may 
be evaluated by a single test: value to Members of Parliament. 


In Durell’s “Parliamentary Grants” is to be found: 


If, as is the case, Parliament grants to the Crown a certain sum ~ 


for a certain service in a given year, without any more definite appro- 
priation in the terms of the grant, it is legally competent to the 
executive to expend that sum at discretion in the year upon that 
service. That is to say, since the parliamentary enactment deals 
with the vote only, the government is not legally bound to adhere 
to the details submitted to Parlaiament, provided the expenditure 
is restricted to ‘the four corners of the vote’. Morally, however, 
the Government must adhere to those details as far as is consistent 
with the interests of the public service, since its good faith is pledged 
by the details given to Parliament, and the Comptroller and Auditor 
General would correctly bring divergencies to notice (p. 296). 


Now, sir, that is what I mean, and, as I say, that permits a material — 


departure from the details of the estimates, and that is why I thought I should 
bring it to your attention. 

Mr. Jounston: But notwithstanding that the vote No. 217 is specifically 
for food and drugs. 

The Wirness: Yes sir. 


‘Mr. JoHNston: But the details in the estimates are made up to indicate a 
that this is for salaries, supplies and services; but from the way it appears in — 
the Appropriations Act one would think that it applied entirely to food and 


drugs; it could be taken for that. 
The Wrirness: That is my understanding, 
Mr. Crouu: No, no. 
Mr. Jounston: Well, that is what it says. 


Mr. Crouu: Well, if you take that view of it, I think we are just asking for — 


trouble; that you would just be getting off on the wrong foot. | 
Mr: JOHNSTON: Well, I did not say it can be taken for that; it could be. 


Mr. Browne: Mr. Chairman, let us take that item No. 217, ee convenience 
sake; that is food products. That i is the heading of the vote. ‘All you have to 


do is ‘to turn to page 176 of the estimates and there you find the details of every 7 


item which goes to make up that vote, and there you see that the whole vote is 
for $704, 000. odd. And if I understand this situation correctly the government 
does not have to confine itself precisely to the exact figure that is here so long 
as it keeps within the total of $704,000 odd; isn’t that right? 


The Wirness: That is right, but my view on that is this, that it could be j 
very simply stated in the Appropriation Act text that that vote was for the - 


administration of the Food and Drugs Act. 
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Mr. Crotu: Yes, that would be the correct terminology. 
The Witness: That is the proper designation for it, and that was the 


_ purpose of my calling attention to this, that we might clarify the language used. 


Mr. Larson: If that is put in there for the sake of brevity I do not see that 
there should be any particular objection to it. 


Mr. Srewart: I wonder if Mr. Sellar could tell us of any recent experiences 
of deviations such as he fears, where they are going to spend the money in some 
other way than the purpose for which it was voted. 


The Witness: I am trying to think back sir. I cannot recall anything in 
the year now ‘before you. I am trying to think back over the years and I cannot 
pin a case in my mind. If there have been cases they have been isolated cases, 


if that is what you wanted. 


Mr. StewarrT: I take 1t that what you want is terminological exactitude. 

The CHAIRMAN: Hear, hear. 

The Wirness: Plus this, sir, I think that the context might be a little more 
specific. 

Mr. Srewart: That better English might be used. 


The Witness: What I mean is this: where the vote is mainly salaries but 
also provides for other services it might be desirable to state in the context of 
your vote the maximum amount that you are going to allow for salaries. As it 
is now they could transfer from this subhead that you have been referring to 
and build up a big unit establishment beyond what might be desired. 


Mr. Crow: It is an increase in personnel that you have in mind, is it? 


The Witness: Well, no. You see—I haven’t got the number in my head 
but I think it is either section 10 or 12 of the Civil Service Act—anyway there 
is a section in the Civil Service Act under which the Civil Service Commission 
is empowered to make such adjustments in staff as it may decide to be necessary, 
subject to the approval of the governor-in-council; and the section I am referring 
to says: that no effect shall be given unless the money to provide for the increased 
expenditure has been appropriated by parliament. Now then, you are asked by 
this vote, let us say to provide $100,000 for salaries and $10,000 for telephones 
and $10,000 for supplies and so -on. The department has its establishment of 
$100,000 in salaries, and suppose the department decides that they should 
increase rates so that the cost for the year will be $110,000; the Civil Service 
Commission recommends and the governor-in-council approves an establishment 
of $110,000; then, that $10,000 would be provided by transferring $10,000 let 
us say from the printing account and they would still be within their total. 
Actually, the department would be submitting an estimate of salaries totalling 
$100,000 while they would really be able to get away with $110,000 under that 
heading, essentially without the necessary approval of parliament, Personally, 
I do not think it should be open to a department to increase their salary item 
to the extent of the example I have just given you. 


Mr. Crouu: Mr. Sellar, let me put this situation to you. Suppose we 
have an outbreak of smallpox, a smallpox epidemic in this country, and that 
to deal with it adequately the department needs an addition of ten more people 
to its staff, would it be your idea to tie the commissioner’s hands so completely 
that he would not be able to move, to appropriate another $10,000 that he 
needs immediately—and let us assume that parliament is not sitting at the 
time. 


The Witness: Make provision in your salary details for these Pee 
increases in cost. Do it in the open rather than in the dark. 
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Mr. Crouu: Well, you would still be doing it in the open because the following 
year when you report to parliament you could say that you had been required 
to spend $110,000 for salaries, and the minister could say that as a man in 
charge of administration he found it necessary to make that provision on the 
spot, and then he would vote him the additional $10,000 in your supplementary 
estimates. 

The Wirness: Actually, sir, in every salary vote of every kind there is a 
cushion. 

Mr. Crouu: Of course there is. 

The Witness: The cushion which is perfectly legitimate is this, that during 
the course of the year you have so many resignations and you have so many 
deaths, and for one reason or another you have many little savings so that 
you do not completely use your $100,000. Suppose you needed a 2 per cent 
increase in salaries; you would be absolutely safe in imposing that increase 
on your vote because it will be taken care of in that way. 

Mr. Crotu: I know what you mean by the term ‘“‘cushion” because I have 
used cushions on occasions, but I do not know how far they do it in this 
government. Would it amount to 10 per cent in this government? 

The Witness: Yes. 


Mr. Browne: Is there not provision in the Audit Act that you can make 
extraordinary expenditures without a special vote? 


Mr. Macponneiu: It seems to me that there must be some flexibility — 


somewhere to meet a point of that kind. 


Mr. Wricut: May I just give you an illustration in point. I want to ask 
you a question about this, Mr. Sellar; I want to ask you how you would deal 
with this: Take the Department of Agriculture and say that with respect to 
one branch they have a vote for $1,342,000, and that in another branch they 
have a vote for $1,204,000, and that in the second branch they have practically 
used up their appropriations but because it relates to the marketing of farm 
products they want to use additional staff and for that purpose they transfer 
from one branch, or they take on twenty-eight additional men in order to 
earry out that work, and that involves an additional expenditure of let us say 
$30,000. Now, let us assume that the purpose of the work these additional 
men are going to do is to bring about uniformity in agricultural products, and 


that apples as much to the production as to the marketing end. Now, let 


us assume that to carry on that special work they transferred the necessary 
funds from the first branch to the second branch, would you check that, would 
you catch that with respect to the salary item? 


The Witness: I would not catch that, sir. The department concerned has 
the responsibility. The minister is the head of his department, and within 
the four corners of his vote he can charge what he considers appropriate to the 
vote. The illustration you use seems to me would be one which would be 
discretionary with the minister, would it not? 

Mr. Wricut: That is the way I understand it. I really was not asking your 
opinion on it but rather was using it as an illustration that there should be 
more latitude than there appears to be at the moment, or than you suggest, 
permitting the switching of personnel from one branch to another within a 
department, if not between departments. 


The Wirness: My answer to that, sir, is that either the votes are described 
wrongly, or that they should be consolidated into one vote. That is my view. 


_ Mr, Larson: Might I ask you this: do you find many votes in which there 
is a large surplus at the end of the year? 
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~ The Witness: Well sir, in the accounts that you have before you a total 
of $186,000,000 lapsed. I think we have too many items and that there are too 
many little reserves in the items accumulated, whereas if you were to consolidate 
the number of votes you would be able to budget more closely. 


Mr. Crouu: Is there any such thing as capitalizing your vote? 


- The Witness: No. Some of these are very large items. I do not want 
you to misunderstand me, but every year we have a large volume of lapses. 


Mr. Crouu: Can you give us one? 


The Wirness: Well, there was a large lapse in connection with Veterans 
Land Act purchases of land, but there again I want it clearly understood that I 
am not trying to blame anyone. You have to bear in mind here that you are 
dealing with the year 1948 when construction materials were still tight and the 
government departments were not building more than they had to. They got 
the votes but they did not go ahead with as many public undertakings as they 
had intended and there were savings from that. But I do believe a fewer number 
of votes would accomplish the aim that has been suggested. 


The CHaiRMAN: When the steering committee planned the work of this 
committee for today and tomorrow Mr. Fleming proposed that we should sit 
tomorrow at 10 o’clock. There are a number of us on this committee who would 
hke to attend the sittings of the committee on External Affairs, so it was thought 
that if we were to sit at 10 o’clock in the morning we might go immediately to 
a consideration of this brief which has been circulated. Members can look 
it over carefully over night and make a note of any questions they want to 
ask Mr. Sellar. Perhaps those who have to go to the other committee might be 
given preference in the asking of questions, and those of us who remain can 
carry on after they have left. Personally I happen also to be a member of the 
External] Affairs committee, but I can assure you that I will be here tomorrow 
in my capacity as chairman throughout the sitting. When we come to this brief 
tomorrow morning we will take it up clause by clause. I do not think it will be 
necessary to read it, you all have copies, and it is also being printed as an 
appendix to today’s proceedings. 


_ —The committee adjourned to meet again tomorrow, April 28, 1950, at 
10 a.m. 


APPENDIX “A” 


1. The purposes of the Statutes are set out in section 9 (2) of each Act: 
... The Board shall endeavour to ensure adequate and stable returns 
for agriculture [fisheries] by promoting orderly adjustment from war to 
peace conditions and shall endeavour to secure a fair relationship between 
the return from agriculture [fisheries] and those from other occupations. 

And to attain these objectives, the Boards are given power: (a) to fix prices 
and to purchase at those prices; (b) to compensate producers by paying the 
difference between fixed and commercial prices; and (c) to sell or otherwise 
dispose of products acquired. 


2. A presumption is that it is contemplated that the Boards will operate in 
distressed markets arising out of (a) gluts in production; (b) poor consumer 
demand; or (c) low prices. It follows that Boards will periodically have inven- 
tories which cannot be converted into money. Excessive overhanging inventories 
can depress prices; moreover, the taking of a quick loss by reason of a gift to 
reduce inventory may, in fact, reduce or remove a long term risk. 
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3. If it be accepted that Parliament is the authority to regulate donations 


of public property, the words “‘to sell or otherwise dispose” in the Prices Support 
Acts sanction donations when the effect of the gift promotes the purpose of the 
statutes. Conversely, it may be that no authority exists to make a gift when 
a consequence will be to remove the recipient, as a buyer, from the market— 
the object of the legislation is to assist producers, not buyers. 


4. Section 3 places each Board “under the direction” of a Minister. A 


Board has authority to operate in the commercial market subject to such direc- 
tions as the Minister may give, because it is performing the statutory function 
for which it was created. But when the Board is of opinion that all, or a 
portion, of the holdings must be given away, it seems proper to regard its 
status as becoming advisory, namely, to indicate the outlets which may be 
employed without adversely affecting the commercial market, because giving 
effect to such a recommendation is in the nature of a policy decision to be made 
by a Minister or the Cabinet, because : (a) section 6 vests all property in the 
Crown; and (b) the resulting loss must be covered by an appropriation for 
which the Crown must take the responsibility before Parliament. 


5. A distribution in Canada for charitable or welfare uses may create a 
troublesome precedent. Section 92 of the B.N.A. Act assigns to the Provinces: 
The establishment, maintenance and management of hospitals, asy- 
lums, charities, and eleemosynary institutions in and for the Province, 

other than marine hospitals. : 
Generally, welfare work is regarded as a provincial responsibility. The 
selected beneficiaries normally would be public and charitable institutions and 
public authorities. To attain the real purpose of a Prices Support Act, dona- 
tions must be policed after transfer of possession, because the statutory objective 
is not to provide food to those who will use it but to maintain market prices. The 
Government of Canada may safeguard its position if it works through the Gov- 
ernments of the Provinces. The machinery might be to transfer title from His 
Majesty in right of Canada to His. Majesty in right of a Province upon such 
terms and conditions as may be expedient. The real distribution would then 
be within the legislative control of the Provinces, with the purpose of Prices 

Support legislation safeguarded by the agreement with the Provinces. 


6. When a gift is made to a national government or to an international 
organization, a decision of high policy is involved. It is desirable that any such 


donation be specifically authorized by Parliament, but a point to consider is | 


the value to be placed on commodities which are authorized to be donated by 
an appropriation Act item stated in dollars. First cost may not be the real cost— 
there may be storage charges, etc., or offsetting profits from sales, etc. The 
essential is to bear in mind the real purpose: the reduction of inventories in 
order to maintain domestic prices. So regarded, much may be said in favour 


of the Crown enjoying the right, in suitable circumstances, to convert a monetary — 


amount into quantities in a manner which serves a dual purpose. 


7. There does not seem to be justification for Prices Support. Account 
bearing the cost of a transfer of commodities to the use of a department of 
government. Section 9 vests in the Boards a power to purchase as agent for 
departments, and Parliament annually appropriates what is recommended by 
the Crown as the amount necessary to finance’ the cost of departmental services. 
The departments should pay for all commodities thus acquired by them. 


8. Practice might be: 
(a) Whenever a provincial welfare need exists in Canada and a Prices 
Support Board holds commodities which may be applied to that 
need, and the products cannot currently be sold at prices within the 
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intent of Prices Support legislation, the Governor in Council may 
make transfers to the Provinces on such terms and conditions as 
may be requisite; 

(b) No substantial donation should be made of commodities to any other 
authority without the sanction of Parliament. But when an appro- 


e priation permits a monetary advance or contribution to be made, the 


Crown may substitute, in whole or in part, commodities held by a 
Prices Support Board and, to establish value, the cost price may 
be discounted up to 25 per cent; 


(c) Particulars of all transfers to Provinces and of all gifts should be 
laid before the House of Commons from time to time; 


(d) Disposals to departments of government should be for value. 


APPENDIX “B” 


THE ESTIMATES 


1. Constitutional Responsibility: Section 54 of the B.N.A. Act requires 
that the Crown, acting with the advice of its responsible ministers, make known 


to the Commons the pecuniary necessities of the government; the Commons, 


in return, grants such supplies as are required to satisfy these demands. Thus 
the Crown demands money, the Commons grant it, and the Senate assents to 
the grant. The Senate enjoys the same power as the House to scrutinize the 
items of supply requested by the Crown, but the Supply Bill must originate 
in the House of Commons, its special place in matters of finance being recognized 
by that part of the speech from the throne which is specifically addressed to 
the Commons: 

Members of the House of Commons: 

You will be asked to make provision for all essential services for 

_ the next fiscal year. 


The limited time available and the broad diversity of public services permit 
only a scratching of the surface of the Estimates by Committee of Supply. 


Constitutionally, the Executive is answerable for the “purposes” and the “regu- 
larity” of the resulting expenditures, but the “value for money 
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seems to be 
a subject where responsibility may be shared, and, to be effective, the point 
for action is when an Estimate Item is being incorporated into a Supply Bull. 
There are many items which pertain to Executive policy only to a limited degree. 
For example, Item 167 provides $22,000,000 for the administration of the Unem- 
ployment Insurance Act, 1940. The principle of unemployment insurance is 
not in issue—that was settled ten years ago. Contributions to the Fund come 


_ from three sources—employees, employers and the State. A Commission of 


three persons, who report “through” a Minister but are not “under” a Minister, 
is responsible for administration. In such circumstances, an observation made 
in 1928 by the Right Honourable W. L. Mackenzie King is to the point: 

My hon. friend the leader of the opposition (Mr. Bennett) will 
recall that at the beginning of the session I discussed with him the 
advisability of the different parties in the house adopting some more 
effective method of scrutinizing the supply requested by the govern- 
ment, some method which would enable members to hear what the officials 
of the departments had to say with respect to the several items included 
in the estimates. I entirely agree. with my hon. friend that the system 
at present in force, under which a minister of the crown is necessarily 
dependent in the House of Commons on his deputy for much of the 
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needed information with the deputy also of necessity, often not wholly — 
familiar with all the details of particular branches, is most unsatisfactory. — 
Speaking for the government I would say that we would welcome a change ~ 
in the present method, a change which would not only afford fuller © 
opportunity for discussion but which would carry with it an obligation 
on the part of the heads of different branches of the public service to — 
appear before a committee of the house and explain fully the reasons ~ 
which have occasioned the recommendations which find their place in — 
the estimates submitted to the house. (Debates, p. 4048.) 4 


2. However, in 1944 a Committee of the House of Commons (set up to © 
review Standing Orders) advised against the creation of Estimates committees: — 
The suggestion that estimates should be referred to standing or select ~ 
committees has been given earnest consideration and carefully reviewed. — 
It strikes at the root of ministerial responsibility and it divests members ~ 
of the privilege of criticizing from the floor of the house without advice, — 
suggestion or influence of any kind, all departmental expenditures sub- — 
mitted by the government. No proposals subversive of this settled rule — 
of action can be safely embodied in any scheme for securing closer par- — 
liamentary control. One of the objections to this propsal is that 1f all the — 
estimates are referred to a standing or select committee the motion for the 
Speaker to leave the chair shall be abolished, which means fewer oppor- — 
tunities for private members to move amendments setting forth grievances 
or expressing want of confidence in the government. The procedure — 
required to keep this privilege unimpaired would reduce the efficiency of — 
the committee’s functions and it would be so involved as to be misunder- — 
stood and hard to enforce. Certain estimates may be occasionally refer- ~ 
red to a select committee in order to ascertain facts which the house desires 
to know, but this practice should be adopted guardedly and only in very — 
special circumstances. Your committee does not think it would be advis- 
able to change the present system and it believes that the elasticity of the 
present rules makes it possible to apply them in new situations from time 
to time. (Debates, p. 1239). 


3. Having quoted from a speech of Mr. King in 1928, his reaction to this — 

part of the Committee’s report is now given: q 

We might well assume, I think, that so far as the first half of the — 

report is concerned, if I may so designate it, hon. members should not be — 

committed too literally to all the statements which it sets forth, or to all — 

its observations. They are general in nature, and in voting for or against © 

the adoption of the report, if we are expected so to do, we might well, I~ 

think, be allowed to have certain mental reservations with regard: to the 

adoption of all that appears there. I mention that because I see, for 
example: 


The suggestion that estimates should be referred to standing or — 
select committees has been given earnest consideration and carefully — 
reviewed. It strikes at the root of ministerial responsibility . . . 

I cannot accept that as a correct statement. For years estimates have 


been referred to special committees at Westminster, and the parliament — 
at Westminster is as careful in observing ministerial responsibility as any 
parliament in the world. Something may have been in the minds of the © 
hon. members responsible for that statement which is not apparent on the 
face of it, but if I were to support the report as a whole, as I intend to do, 
I should not like it to be asserted at some future time that this House of 
Commons had virtually determined that the reference of estimates to select 
committees would be striking at the root of ministerial responsibility and — 
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therefore should not be permitted. I had hoped very much that the 
committee might have found it possible to endorse the reference to a com- 
mittee not of all estimates but at least of certain of them, while, of course, 
safeguarding the right of every hon. member to criticize the estimates in 
whole or in part when they came back to the house for discussion. 
(Debates, 1944, p. 1255). 


No action was taken by the House on the Committee’s report. 


4, Thus there is, on the one hand, the fear of a House Committee that any 
change in procedure will curtail rights and privileges of the Commons; and on 
the other, the belief of an outstanding parliamentarian and administrator that 
the ramifications of the public service are now such that, to secure information 
on which decisions may be founded, it is in the interest of Parliament that there 
be direct oral examination of civil servants. 


5. It has never been suggested that section 54 of the B.N.A. Act be varied 
and that Canada adopt United States’ practice, where the appropriation Acts 
are written by Congressional committees. The worth of the section is recognized 
and its history is concisely and aptly set out in Minty’s “Constitutional Laws of 


the British Empire”’. 


There had been in the early history of constitutional government in 
Canada notorious scandals arising out of the appropriation of public 
funds upon resolutions brought by private members. In many cases 
Ministers had evaded liability for corruptly awarding out of public funds 
pensions and bribes to their friends by getting private members to intro- 
duce the necessary resolutions. As a consequence the Union Act of 1840 
made provision for the definite expression in the written Constitution of 
the usage that there shall be no appropriation of public funds save upon 
the resolution of a responsible minister after a request has been made by 
the Representative of the Crown upon the advice of the minister. This 
provision was afterwards incorporated as section 54 in the British North 
America Act. (p. 131). 


6. The Committee of Supply now exists as a convenience in debate. It has 
no present-day constitutional or legal significance. Its origin was once traced 
in a Westminster report in these words: 

The Committee of the whole House on Supply has the name, but has 
none of the methods, of a Committee. It was established in 'the days of 
recurring conflict between Parliament and the Crown as a device to secure 
freedom of discussion on matters of finance. The debates in the House 
itself were recorded in the Journal, which was sometimes sent for and 
examined by the King; and they were conducted in the presence of the 
Speaker, who in those days was often the nominee and regarded as the 
representative of the Sovereign. By going into Committee under the 
chairmanship of a member freely selected, the House of Commons secured 
a greater degree of privacy and independence. 


7. Practice at Westminster: The ineffectiveness of review (to establish 
real maxima) by a committee of the whole House is admitted. A change to 
smaller committees would, in fact, be no more than an extension of a practice 
introduced in Canada almost fifty years ago when Sir Charles Fitzpatrick, then 
minister of justice, brought his departmental accountant onto the floor to 
permit immediate replies being given to questions posed during debate of his 
estimates. What the 1944 Committee on Standing Orders apparently feared 
was curtailment of opportunities to air grievances and to make proposals. 
Therefore, the experience at Westminster is of interest, because the present 
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situation in Canada presented itself long ago in England. In 1902, Standing 
Order No. 14 was adopted. It allots 20 days (which may be increased to 28), 
being days before the 5th August, for the consideration of Estimates. On 
each of the 20 days, Estimates are the first order of the day. The items to 
be discussed are selected by Opposition Members—sometimes. by lot—and 
according to May, the debate “concentrates upon the policy and activities” of 
the Ministers and officials whose salaries are provided by the Estimates. When 
August 5th comes, all votes are approved without further debate. Commenting 
on the results, May (14th ed., p. 288) states: 

By using a traditional. form of proceeding in a novel way the 
practice of the House has secured that an appreciable portion of govern- 
ment time shall be used in reality for the purpose of criticizing the Govern- 
ment on subjects chosen by the Opposition, while in form it is used 
for determining the precise amount of every item of national expenditure. 


8. It might be added that in England ancillary safeguards are: 
(a) In order to focus attention, the number of Estimates’ items is kept 
below 200—in Canada the number often approximates 600. 
(b) A Publie Accounts Committee annually reviews all receipts and 
expenditures and reports thereon. The Committee consists of 15 
members. A member of the Opposition, as a rule a person who was 


a member of a former Ministry, is chairman. The Committee meets ~ 


in private, but its reports and evidence taken are printed and tabled. 
Time is set aside for considering the reports by the House and the 
Treasury is required to make written replies to all observations of the 
Committee. 


(c) In 1891, by the Public Accounts and Charges Act, it was provided 


that various classes of receipts (other than taxes) be applied directly 
to appropriations which financed the services producing the receipts. 
In other words, an appropriation is now for the deficiency between 
cost. and income. Commenting on the practical utility of this 
scheme, Durell’s “Parliamentary Grants” states: 


This system of appropriating receipts in one way tends to na 


crease economy, for it is to the interests of the departments to see 
that they realize all their receipts, since any shortage will have to 
be made good by either reducing expenditure proportionately or 
by applying to Parliament to make good the deficiency. (p. 41) 
(d) In 1912 a decision was taken to set up a standing committee on 
Estimates. The problem was to devise a reference which would 
give the committee a field of activity and yet not interfere with 


ministerial responsibility. The line of thought was that the Commit-_ 


tee should report after the Estimates for the year were approved— 
and thus the value of the Committee’s work would be, (i) to inform 
Parliamentarians, and (ii) to accomplish positive results in subsequent 
Estimates. The Committee has, throughout its history, been hamp- 
ered by lack of technical assistance, although a Treasury officer is 
now assigned to the Committee. In 1946, the Select Committee, on 
Procedure (Third Report) recommended that a single Select Com- 
mittee, to be called the Public Expenditure Committee, combine the 
functions of the Public Accounts and Estimates committees. Effect 
has not yet been given to this recommendation. 


9. It is unlikely that this country will adopt English practice of placing 
the department equivalent to the British Treasury in extra-statutory status of 
superiority over all other departments—that is the source of the influence of 
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the English Public Accounts Committee. In Canada, ministerial association 
with the public is more direct: and the man-in-the-street holds Parliamentarians 
more directly answerable for administration. English experience is that parlia- 
ment can protect its constitutional rights and privileges and at the same time 
change practices respecting the grant of Supply, but the risk will be present 
that the public service bureaucracy may (if committees are used) be placed 
in position to by-pass the Ministers. The demands made on the time of 
Ministers and the dimensions of the public ‘service are now such that few 
Ministers can have an all-embracing familiarity with the services under them. 
They must delegate responsibilities and thus become dependent on others for 
information. Munisters can and do control decisions of policy, but application 
is delegated and it is the dead-weight of administrative cost that is of concern 
when Hstimates are under review. For example, in the present Estimates, 
provision for salaries and wages of public employees exceeds $300,000,000. It 
will be the salaried expert, not the Minister, who will be in direct contact with 
the committee, therefore the form or text of items should be such that the expert 
is not in position to barter. 


10. Texts of Items: For such reasons, it is suggested that a first step is to 
require that texts of votes be more explicit than they now are, because: 

The supplies are granted to the Crown for the public service by the 
Legislature, but the expenditure is left to the discretion of the Executive, 
which decides on the propriety of every transaction requiring the payment 
of public moneys, and the only limitation imposed upon the Executive 
by the constitution is that the disposition of the moneys must be in 
accordance with the votes. The Executive is not bound to spend the 
moneys voted by the Legislative Assembly and granted by the Legislature, 

_ but every expenditure of such moneys must be made on its authority. 
The Legislative Assembly, which votes the supplies, has, it is true, a 
control over the expenditures, which is exercised through the committee 
on public accounts, but that control is restricted to enquiring if the 
moneys granted have been spent in accordance with the votes, and it 
does not enroach on the functions and authority of the Executive. (Wurtelle 
J., speaking for the Quebec Court of Appeal in R. v. Waterous Engine 
Works (1894)Q.R. 3 Q.B. 223.) 


_ Illustrations of ambiguous directions are: Vote 19 will grant $1,342,000 

for the Live Stock and Poultry production service of the Department of 

Agriculture. Vote 28 grants $1,204,000 for the Department’s marketing service 

associated with Live Stock and Live Stock Products. Where is the dividing 

line Parliament intends being drawn between production and marketing? Or 

take these Veterans Affairs votes: 

| tem PCATIMCIU BEL VICESen ick a6 late se bible eats $34,389,177 

Dj LOSUIELIC SCIVICCS 9) feiss aidatent Wl ous tee hee 983,450 

Is the intent that, if and when Vote 532 is spent, no further patients may be 

accepted, or may they become a charge to Vote 531? Actually, Vote 532 is to 

finance the manufacture of goods required by the hospital services, just as 
TAO Rb MG4 aa Li gad es Bp vEea A Nore y RENARD tpl oh PR $704,450 


is not to purchase food and drugs, but to pay the salaries and expenses incurred 
in administering the Food and Drugs Act. 


11. It is generally accepted that texts of Estimates’ items should satisfy 
four tests: 
(a) disclose clearly the principal objeets and purposes to which the 
money will be applied; 
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) control and regulate the charges to the vote; 4 
(c) result in an accounting of expenditures charged to the vote bith 4 
clearly discloses to Parliament whether application has pontonsien) 
to the text of the Estimate; and | 
(d) be so phrased as to permit efficient application. 


Confusion and loss of control can result from having the same object of 
expenditure under different headings. For example, the following items pro- 
vide for administration in the Department of Public Works: | 


288. Departmental Administration ............. $ 350,605 
289. (Architectural) Branch Administration .... 437,290 
313. (Engineering) Branch Administration ...... 302,885 
315. (Dredging) General Superintendence ....... 16,635 

$1,157,415 


They indicate, in a general way, the purpose, but they do not provide a control | 


over charges because the word “administration” describes intent but does not ~ 
prescribe boundaries. Parliament would exercise a continuing control and ~ 
administrative application would be simplified were the four items made into a 
single item reading: 
General administration of the Department of Public Works, 
provided charges not to exceed . $987,980 for paylist 
charges, $80,000 for printing, stationery and photographic 
and office appliances and supplies, nor $32,000 for travel : 
OXPCTISES 1; Canwest eS LU ay a nee UGS aie aN A ekg oR pene $1,157,415 | 


and thus bring about the following consequences: 
(a) save time by consolidating 4 votes into one; 
(b) focus attention on the real items of proposed costs; 
(c) impose a ceiling on amounts which may be spent for such things 
as salaries; 7 
(d) permit elasticity in departmental use; and 
(e) reduce the risk of supplementaries being required, 


\ 


12. The Number of Items: There is an ancillary reason for this proposal. 
Everyone has read from time to time in the press that the House of Commons — 
voted Supply. as quickly as the Chairman could call items. Those familiar — 
with Parliament understand the situation, but the general public does not, — 
and it may be that the prestige of Parliament suffers. The Main Estimates 
now before Parliament consist of 564 items—a much larger number than is: the 
practice throughout the Commonwealth. They will appropriate $1,403,022,068. 
For such reasons, attention is drawn to the distribution: 


No. Total Amount 


Items uD LO: D2 000 & hie as Sea te ee" Goria eae ie teh Cs (ates aaa OM aa ete 19 §$ 15,081 
rom $200.) tas OVO D eee ss ts Lak cyan otal ena tae wales es 42 285,497 

S10, 00) po SRO OOO sik een a ait ice Ailzsere Uh Ma on reat old cae 74 2,118,574 

rs “$50,001 to $250, OOO st eA et, | here cd Mace con 152 19,648,007 

Cf hae $250, OOD OS 1000 B00 sia tao ei tat women 135 72,951, 419 

. ‘eS; 000, 001 to $5, OOOCOO AH eee pean sue one 106 253,000,755 


Fs Lon ety SB OOO GOO ie Gite rae og ake UP ha Same aa i UNC ay 36. 1,055.702.735 
| 564 $1,403,022,068 


From the foregoing it will be noted that approximately 50 per cent of the 
total number of votes represents less than 2 per cent of the total to be granted by 
the Appropriation Act. A consolidation would facilitate debate without lessen- 
ing fiscal control. © 
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13. Printed “Details” of Estimates: Details printed in the Estimates have 
no legal significance because the legal sub-dividing of votes is effected by 


fi applying section 26(2) of the Consolidated Revenue and Audit Act, 1931: 


- The deputy head or other officer charged with the administration of 
a grant authorized by Parliament shall prepare and submit to the Comp- 
troller in such form and at such time as the Treasury Board directs a 
classification of the expenditures provided for under such grant and such 
classification when so established shall not be varied or amended except 
with the approval of the Treasury Board. 


The “Details” now printed at the back of the Estimates’ book may be 


evaluated by a single test: value to Members of Parliament. In Durell’s 


“Parliamentary Grants” is to be found: 


If, as is the case, Parliament grants to the Crown a certain sum for 
a certain service in a given year, without any more definite appropriation 
in the terms of the grant, it is legally competent to the executive to 
expend that sum at discretion in the year upon that-service. That is to 
say, since the parliamentary enactment deals with the vote only, the 
government is not legally bound to adhere to the details submitted to 
Parliament, provided the expenditure is restricted to ‘the four corners 
of the vote’. Morally, however, the Government must adhere to those 
details as far as is consistent with the interests of the public service, 
since its good faith is pledged by the details given to Parliament, and 
the Comptroller and Auditor General would correctly bring divergencies 
to notice. (p. 296). 


_. My opinion is that the present “Details” are of little utility in achieving 
the purpose of the last sentence. Instead of an accounting classification of posi- 
tions and certain categories of expenses, the Details should give, in narrative 
form, a bird’s-eye view of the operations of the service to be financed out of the 
vote. To illustrate, the Audit Office vote will be used because of my familiarity 
with it. Instead of the statistical “Details” now printed on page 99, I would 
substitute a text along the following lines: 


Salaries and Expenses of the Audit Office 
Appropriation 1948-49 ..... $ 533,293 HX penaditures ead vice. $ 517,592 
i T94 GeO. 550,081 Expenditures to 
Deoi31, 1949 24.) AL7,511 
Estimate for 1950-51 ....... 578,762 ' 


Activities: The statutory duties with respect to the accounts of Canada 
are set out in Part V of the Consolidated Revenue and Audit Act, 1931. 
The audit of accounts of the Foreign Exchange Control Board and of 
the Custodian of Enemy Property will be performed as a cost to this vote. 
The Auditor General is the auditor of: Atomic Energy Control Board, 
Canadian Arsenals Limited, Canadian Broadcasting Corporation, Cana- 
dian Commercial Corporation, Canadian Overseas Telecommunications 
Corporation, Canadian Patents and Development Limited, Canadian 
Sugar Stabilization Corporation Limited, Commodity Prices Stabilization 
Corporation Limited, Crown Assets Disposal Corporation, Eastern 
Rockies Forest Conservation Board, Eldorado Mining and Refining (1944) 
Limited, Export Credits Insurance Corporation, Federal District Com- 
mission, Fraser Valley Dyking Board, National Battlefields Commission, 
National Harbours Board, Northern Transportation Company (1947) 
Limited, Northwest Territories Power Commission, Park Steamship Com- 
pany Limited, and Polymer Corporation Limited. It is not the practice to 
charge corporate bodies of the Crown for audit services, therefore expense 
incurred in performing these audits will be a cost to this vote. 
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The Audit Office performs, for the benefit of the auditors of the Bank 
of Canada, certain audit services in connection with the Public Debt — 
Services. The cost incurred will be a charge to this vote, but the amount ~ 
recovered from the Bank of Canada (estimated at $8,500) will be deposited 
to Revenue. ‘a 

By resolution of the General Assembly of the United Nations, the 
Auditor General of Canada is a member of the United Nations Board 
of Auditors until June 30, 1953. Practice is that examinations of certain — 
accounts are made by Audit Office staff, the United Nations reimbursing —— 
the full cost (including salaries). Out-of-pocket disbursements for travel, 
etc., will be refunded to the vote, but reimbursements for salaries will be 
credited to Revenue. No extra staff are or will be employed because of 
this special work. . | 

The corporate accounts of the R.C.A.F. Benevolent Fund are annually 
certified by the Auditor General. This body is wholly independent of 
the Government and the R.C.A.F., but no charge is made for the audit 
service because of the purpose of the corporation. 

No new undertaking of monetary significance is being provided for 
in. the Estimate. 


Salaries: All salaries, other than the $15,000 salary of the Auditor — 
General (which is a statutory charge, sec. 39 of the Consolidated Revenue 
and Audit Act, 1931) will be charged to this vote. All appointments are 
made under the authority of the Civil Service Act. The senior appoint- 
ment by the Civil Service Commission is that of Assistant Auditor General, 
who will receive $8,000. Provision is made for 176 positions; as of the 
date of submission, staff was composed of 128 permanents and 42 tem- 
poraries. For 1949-50, salary and wages costs may total $496,000; for 
1950-51 the amount requested is $523,018. The added sum is to provide 
for normal statutory increases ($6,500) and $21,000 for additions to the 
staff establishment. — : 


Travelling Expenses: It is estimated that $35,000 will be required. 
The Office has sub-offices in Montreal, Regina and Vancouver, but exami-~ 
nations are necessary at other places, particularly with respect to accounts 
of corporate instrumentalities, Post Office, National Defence, National 
Revenue, and Unemployment Insurance Commission. 


Printing, Stationery and Office Equipment: It is estimated that these 
costs may total $18,194. Of that amount, $13,000 will be spent for film, 
etc., in connection with the work of maintaining a permanent record of 
categories of redeemed Receiver-General cheques. By section 28 of the 
Consolidated Revenue and Audit Act, 1931, the Deputy Minister of 
Finance transfers, from time to time, redeemed cheques to the Audit — 
Office for safekeeping. The same section permits Treasury Board to make 
regulations for ultimate destruction. Over 20 million cheques may be 
received in the year and perhaps 15 per cent of these may be filmed in 
accordance with the provisions of section 29A, which was added to the 
Canada Evidence Act by c. 19, Statutes 1942-43. 


14. The illustration just used is for an administrative vote. The text for 


an operating service would, of course, be different. For example, Item 468 
(Department of Transport) reads: 


468. Marine Service Steamers, including Icebreakers—Maintenance, opera- 
tion and repairs, $3,603,070. 
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The details printed (pp. 290-1) distribute the cost for positions and then 
read: 3 


SSP STL FoR CY ICIS ATMS elma ga i a a a $ 1,422,951 
Rey et a eee Prete oed e se CRC ead IY. ete eC LMS ae dees a ewe be a : 

NGL OS ASIN EISL Oca GS SOREN CI CGM ar EMIT I Ble aS aa ER rg et Le oh A Sa 277,150 
Net re ee X CUISCS s,m ette clas shee eta «6 Be eee eebee, Su Bode Tobe he wees i 

WM GlepuOleemlLelec rams, al POSTADC «ais cele edoevtsenie Mom n dual'e Bum edie ite 2,480 

Primi, svaptoneryiand Océ equipment. a6 2. oe. ek ea oe. 1,045 

EE INEIN  g a Pe Sy og SSO Ss ey aM gaia Lay Ge Rune Ne Tice ar ae na 795,775 

Via Ger eale ra ECieeal Dp) LORY a tee Grete Cs Ry wit aay kon & Mada h o dier oa 273,650 

hema irsr oti, UpKec i Ol COMI PME. si. ye ces 1 ue stesso oe aes Waid 656,696 

\ Hex Gees lato lim Ata WAGE i has. AES tm die ed oe eins we 6 COUR wa 2,650 

BE et aiesl Gorm UP VCs CMe ae Lavell 5 ceed) ceva g ACK RNA Gh cw aoe hare dew 13,000 

Ay es ea Sm PES er oa ee eee rasa aity he a ANE acta Ee Gee Ene Ls act yione 4.8 65,000 

eS PINOLE OS MPR cr ena PN ak Rick re Ok Le ANB See MO ee ela ee 47,828 

$ 3,603,070 


Based on past experience, over $50,000 each will be spent in operating 16 steam- 
ers of the fleet. In addition, there are several small boats. It is suggested that 
it would be more informative were the details to give the expected cost with 
respect to each of the steamers, distributed by navigation districts, etc. In other 
words, a distribution of costs such as is now given on page Z-22 of the Public 
Accounts. 


15. Works Provisions in Details: The construction and maintenance of 
Public works are matters of concern to all members of Parliament, both from 
the monetary and local viewpoints. Section 9 of the Public Works Act vests in 
that department the over-all management, charge and direction of all public 
works (including the supplying of furniture and fittings). Then section 10 
removes from the Department of Public Works which are by any Act of Parlia- 
ment “placed under the control and management of any other minister or depart-. 
ment”. An Appropriation Act is presumably an “Act” within the intent of the 
section. A question therefore is the effect of providing for the construction of 
works which are to be financed by votes for departments other than Public Works. 
For example, there is the provision in Item 261 (National Revenue, Customs and 
Excise Divisions) for “buildings and rentals for temporary purposes”. No 
amount is stated in the vote, but $532,000 is listed in the Details (p. 197). A 
further variation for example, is that employed in connection with Agriculture: 
items 5 to 10, and 11, 12, 14, 15, 17 and 19, where no reference to construction is. 
made in the text but Details’ breakdowns collectively provide around $3,200,000 
for the “acquisitions or construction of buildings and works”. If note is taken 
of the details to Item 303 for Public Works, it will be observed that provision 1s 
also being made in that Item for $500,000 to be expended on ‘‘Experimental 
Farms and Science Laboratories—Replacements, repairs and improvements to: 
buildings”. Attention is also drawn to External Affairs’ detail to Item 66 (p. 114) 
~ which list: 


To build or purchase premises for offices or residences for missions abroad 
and to furnish and equip premises and other capital expenditures, 
$165,000. 


With this, Item 67 is associated. It reads: 


To authorize the use during the fiscal year 1950-51 in payment for the 
acquisition, improvement or furnishing of properties for Canadian 
Government offices and residences in foreign countries of inconvertible 
foreign currencies from deposits of such currencies which may be used 
only for governmental or other limited purposes in these countries and 
which have been received by the Government of Canada from other 
governments in settlement of claims arising out of military operations 
or war expenditures, $1. 


‘ as ‘to be found: 
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As Details ae not form part of the Appropriation Act, a question is whether list 4 


ing in ‘‘Details” brings into effect section 10 of the Public Works Act. It also 
presents the query whether works projects solely for the benefit of a particular 
department or service should be listed under the department concerned in order 
to portray the true cost of the department. 


16. A more general objection which may be taken to works votes is that 


the printed material does not disclose either the reasons which make them neces- — 
sary or the probable ultimate cost. As a rule, the first vote for a large job will 


be for a small sum—enough to permit some plans to be prepared and, perhaps, 
to negotiate for the site, ete. Consequently, over several years Parliament may 
-vote several millions of dollars. Cannot much be said in favour of information 
being given, at the outset, which will permit Parliament to judge whether a project 
costing x millions should be approved or if one costing less will adequately serve 
the public need? 


17. Votes Texts that Legislate: A matter of particular constitution concern 
is the practice of legislating by means of items in the Appropriation Act, That is, 
by phrasing the text of an item, Parliament enacts in a manner to exempt from or 
override existing legislation, or, in effect, to add to statute law. An example is Item 
67 (quoted in paragraph 15 above). The $1 is inserted in order that Committee 
of Supply has an amount on which to recommend adoption of a resolution but the 
real money to be employed consists of bank balances in various countries. 
Ordinarily, those moneys would be subject to appropriation as are all other bal- 
ances in Consolidated Revenue Fund. The effect of this Item will be to vest in 
the Crown a right to use the balances, as He sees fit, in procuring and furnishing 
buildings and residences for diplomatic purposes. 


18. More generally, the votes now of concern merely make exceptions from 
the Civil Service Act. Appropriations lapse on March 31st, but the Act. itself 
does not expire. Consequently, a text may be so framed that a continuing enact- 
ment results. An example is Vote 352 of the main Appropriation Act for 1941. 
That vote authorizes an annual motor car allowance to be paid to: Minister, the 
. Speakers and the Leader of the Official Opposition in the House of Commons. 
Payments are made every year by relying on the text of the 1931 vote. Conse- 


quently, in the Estimates the amounts are listed as “s”, which means authorized _ 


by statute. Legislating by means of an appropriation Act is a convenience when 
a need is transitory. Furthermore, it avoids cluttering the statute books with 
expired legislation. But from the constitutional viewpoint, it is open to the 
objection that it is, in fact, incomplete legislation because the mode employed 
circumscribes deliberations by the Senate. This was pointed out thirty years ago 
in a report of a Special Committee of the Senate on the rights of the Senate in 
matters of financial legislation. The chairman was Senator W. B. Ross, and in 
a memorandum prepared by him and attached by the Committee to its report 


To reject a Supply Bill might in olden times have been feasible, but 
today, with the functions of government so vast and complicated, it is 
unthinkable . . . It would mean chaos. A Supply Bill should be passed 
as a matter of course by the Senate in almost any conceivable circum- 
stances if 1t contains nothing but Supply. I{ other matters are inserted 
in the Bill or ‘tacked to it’ these should be struck out and be made into 
a separate Bill or Bills. 


19. At one time the British view was that an appropriation Act could not 
override a statute. , However, when the question came before the courts in an 
Australian case (Fisher v. The Queen [1903] A.C. 158) the Judicial Committee 
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of the Privy Council ruled otherwise. ‘Consequently, in 1908 the British 
Public Accounts Committee abandoned its previous viewpoint, but declared 


it is desirable in the interests of financial regularity and constitutional 
consistency that such a procedure should be resorted to as rarely as 
possible, and only to meet a temporary emergency. 

and: 


the fact that a proposed vote overrides an existing statute should be 
clearly stated on the face of the estimate, with the reasons for adopting 
that course, so that no doubt can exist of the deliberate intention of 
Parliament. The exceptional nature of the vote should also be indicated 
in the Appropriation Act. 


20. Some such texts are repeated annually. For example, in the Supple- 
mentary Estimates there probably will be the usual item to provide for payment 
of the sessional indemnity to Senators and members who are absent more than 
the permitted number of days, by reason of absences on account of official 
business or sickness, or by reason of death during the session. In view of the 
fact that the practice has existed for over 60 years, it is submitted that it would 
be more appropriate to amend the Senate and House of Commons Act. As to 
transitory cases, it is suggested that they should be brought together in a 
special schedule to the estimates and be supported by adequate explanations. 
Of course, a vote text which deals with a matter which normally should be 
proceeded with by a bill should be handled as a bill. 


21. Revenue Producing Services: FEarlier in this memorandum reference 
was made to the British Public Accounts and Charges Act which was adopted in 
1891. The causes which prompted its adoption, in my opinion, now exist in 
Canada. It requires only a cursory comparison of estimates of forty years ago 


with those of today to appreciate that the evolution into what might be des- 


cribed as the Public Service State has resulted in a tremendous expansion 
of governmental activities into categories which are commercial in nature. 
For that reason, it is suggested that the long-established rule that revenue may 
not be used until appropriated may merit review. Parliament might be in 
better position to evaluate the necessity of various estimate items were service 
income directly associated with expenditures resulting from performing the 
services. A ready illustration is the Post Office. Items 269-274 will appropriate 
$89,662,757. Practically all of that will be applied in providing services for 
which the public makes payment. The result is that Post Office is generally 
self-supporting. For this reason, the interest of Parliament is not so much in 
the millions handled, but in the anticipated profit or loss. If the profit may 
be substantial, the charges to the public may merit review; if a deficit is 
forecast, the efficiency of the department is at issue. Consideration might be 
given to evolving a new method of financing such activities. If a practicable 
solution is found, it should encourage officers to make servicing activities self- 
supporting in order that continuance, and perhaps expansion, of the work be 
assured. It might also bring to light some services which departments consider 
important but which, when tested by public willingness to pay for, might be 


_ found to be unnecessary. The proposal is not original; as stated in para. 8, 


a plan has been in operation in the United Kingdom since 1891. The English 
plan may not be the one Canada should adopt, but their experience provides a 
starting point. 


April 26, 1950. 
WATSON SELLAR. 
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MINUTES OF PROCEEDINGS 


Frimpay, April 28, 1950. 


The Standing Committee on Public Accounts met at 10 o’clock am., the 
Chairman, Mr. L. Philippe Picard, presiding. 


Members present: Messrs. Ashbourne, Boisvert, Boivin, Brisson, Browne 
(St. John’s West), Diefenbaker, Fraser, Hansell, Helme, Isnor, Johnston, Kirk 


-(Antigonish-Guysborough), Langlois (Gaspe), Larson, Macdonnell, Major, 


Picard, Prudham, Riley, Stewart (Winnipeg North), Warren, Winkler, Wright. 
In attendance: Mr. Watson Sellar, C.M.G., Auditor General. 


The Committee resumed consideration of Mr. Sellar’s brief respecting the 
preparation of The Estimates. 


Examination of Mr. Sellar was continued. 


At 1 o’clock p.m., the Committee adjourned until Monday, May 1, at 
4 o’clock p.m. 


A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House of Commons, 
April 28, 1950. 


The Standing Committee on Public Accounts met this day at 10 am. The 
Chairman, Mr. L. Philippe Picard, presided. 


The CHAIRMAN: Gentlemen, I think we now have a quorum and it would 
now be in order to proceed. Yesterday we had agreed that this morning we 
would study the brief presented by Mr. Sellar on the estimates. We are 
supposed to have read it, all of us, according to what was said last night. I 
am quite agreeable if the members insist, or if the members think it would 
be better to have it read by Mr. Sellar, but on the other hand, in order to 
expedite matters I think we should assume that it has been read and that we 
have agreed to take it up article by article. 

I have perused this brief and I think that the first four articles deal 
with about the same matters and that we should assume that the question 
period would deal with those first four articles at one and the same time. So, 
for the purposes of the record, I would ask that the first four articles be 
included in the record before we start questioning and then we might deal 
possibly with them all in one group, and the same with respect to articles 5 to 9 
inclusive. Then, when we come to article No. 10, the recommendations or 
suggestions made by Mr. Sellar, we could refer to them one by one—some of 
them are quite extensive—so as to limit the discussion on the point in question. 
But the first articles, as I have indicated, might be very well grouped so as 
to give more chance to the members to treat them in one and the same way. 


Mr. Fuiemina: Is it our intention to print all the memorandum? 


The CuarrMAN: The memorandum was put in as an appendix last. night, 
But, for the sake of the record, if someone should pick up today’s proceedings, 
then to save him from having to go back to the day before to get the full text 
before he could deal with it, I think—although it might mean double printing— 
it would be better to have the memorandum included in today’s proceedings. 
Has anyone any questions to ask with respect to these first four paragraphs 
of the memorandum? 


THE ESTIMATES 


1. Constitutional Responsibility: Section 54 of the B.N.A. Act requires 
that the Crown, acting with the advice of its responsible ministers, makes 
known to the Commons the pecuniary necessities of the government; the Com- 
mons, in return, grants such supplies as are required to satisfy these demands. 
Thus the Crown demands money, the Commons grant it, and the Senate assents 
to the grant. The Senate enjoys the same power as the House to scrutinize 
the items of supply requested by the Crown, but the Supply Bill must originate 
in the House of Commons, its special place in matters of finance being recog- 
nized by that part of the speech from the throne which is specifically addressed 
to the Commons: | 

Members of the House of Commons: 
You will be asked to make provision for all essential services for 
the next fiscal year. 
47 
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The limited time available and the broad diversity of public services permit 
only a scratching of the surface of the Estimates by Committee of Supply. 
Constitutionally, the Executive is answerable for the ‘purposes’ and the 
“regularity” of the resulting expenditures, but the “value for money” seems 
to be a subject where responsibility may be shared, and, to be effective, the 
point for action is when an Estimate Item is being incorporated into a Supply 


Bill. There are many items which pertain to Executive policy only to a. 


limited degree. For example, Item 167 provides $22,000,000 for the adminis- 
tration of the Unemployment Insurance Act, 1940. The principle of unemploy- 
ment insurance is not in issue—that was settled ten years ago. Contributions 
to the Fund come from three sources—employees, employers and the State. 
A Commission of three persons, who report “through” a Minister but are not 
“under” a Minister, is responsible for administration. In such circumstances, 
an observation made in 1928 by the Right Honourable W. L. Mackenzie King 
is to the point: 

My hon. friend the leader of the opposition (Mr. Bennett) will 
recall. that at the beginning of the session I discussed with him the 
advisability of the different parties in the house adopting some more 
effective method of scrutinizing the supply requested by the government, 
some method which would enable members to hear what the officials 
of the departments had to say with respect to the several items included 
in the estimates. I entirely agree with my hon. friend that the system 
at present in force, under which a minister of the crown is necessarily 
dependent in the House of Commons on his deputy for much of ‘the 
needed information with the deputy also of necessity, often not wholly 
familiar with all the details of particular branches, is most unsatisfac- 
tory. Speaking for the government I would say we would welcome a 
change in the present method, a change which would not only afford 
fuller opportunity for discussion but which would carry with it an 
obligation on the part of the heads of different branches of the public 
service to appear before a committee of the house and explain fully the 
reasons which have occasioned the recommendations which find. their 
place in the estimates submitted to the house. (Debates, p. 4048.) 


2. However, in 1944 a Committee of the House of Commons (set up to 
review Standing Orders) advised against the creation of Estimates committees: 


The suggestion that estimates should be referred to standing or 
select committees has been given earnest consideration and carefully 
reviewed. It strikes at the root of ministerial responsibility and it 
divests members of the privilege of.criticising from the floor of the house 
without advice, suggestion or influence of any kind, all departmental 
expenditures submitted by the government. No proposals subversive 
of this settled rule of action can be safely embodied in any scheme for 
securing closer parliamentary control. One of the objections to this 
proposal is that if all the estimates are referred to a standing or select 
committee the motion for the Speaker to leave the chair shall be abolished, 
which means fewer opportunities for private members to move amend- 
ments setting forth grievances or expressing want of confidence in the 
government. The procedure required to keep this privilege unimpaired 
would reduce the efficiency of the committee’s functions and it would be 
so involved as to be misunderstood and hard to enforce. Certain estimates 
may be occasionally referred to a select committee in order to ascertain 
facts which the house desires to know, but this practice should be 
adopted guardedly and only in very special circumstances. Your 
committee does not think it would be advisable to change ‘the present 
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‘system and it believes that the elasticity of the present rules makes it 
possible to apply them in new situations from time to time. (Debates, 
p. 1239.) ' 


3. Having quoted from a speech of Mr. King in 1928, his reaction to this 
part of the Committee’s report is now given: 

We might well assume, I think, that so far as the first half of the 
report is concerned, if I may so designate it, hon. members should not be 
committed too literally to all the statements which it sets forth, or to 
all its observations. They are general in nature, and in voting for or 
against the adoption of the report, if we are expected so to do, we might 
well, I think, be allowed to have certain mental reservations with regard 
to the adoption of all that appears there. I mention that because I see, 
for example: 

The suggestion that estimates should be referred to standing 
or select committees has been given earnest consideration, and 
carefully reviewed. It strikes at the root of. ministerial 
responsibility... 


I cannot accept that as a correct statement. For years estimates 
have been referred to special committees at Westminster, and the 
parliament at Westminster is as careful in observing ministerial 
responsibility as any parliament in the world. Something may have 
been in the minds of the hon. members responsible for that statement 
which is not apparent on the face of it, but if I were to support the report 
as a whole, as I intend to do, I should not like it to be asserted at some 
future time that this House of Commons had virtually determined that 
the reference of estimates to select committees would be striking at the 
root of ministerial responsibility and therefore should not be permitted. 
I had hoped very much that the committee might have found it possible 
to endorse the reference to a committee not of all estimates but at least 
of certain of them, while, of course, safeguarding the right of every 
hon. member to criticize the estimates in whole or in part when they 
came back to the house for discussion. (Debates, 1944, p. 1255.) 


No action was taken by the House on the Committee’s report. 


4, Thus there is, on the one hand, the fear of a House Committee that any 
change in procedure will curtail rights and privileges of the Commons; and on 
the other, the belief of an outstanding parliamentarian and administrator that 
the ramifications of the public service are now such that, to secure information 
on which decisions may be founded, it is in the interest of Parliament that 
there be direct oral examination of civil servants. 


5. It has never been suggested that section 54 of the B.N.A. Act be varied 
and that Canada adopt United States’ practice, where the appropriation Acts 
are written by Congressional committees. The worth of the section is recognized 
and its history is concisely and aptly set out in Minty’s “Constitutional Laws 
of the British Empire”: 

| There had been in the early history of constitutional government in 
Canada notorious scandals arising out of the appropriation of public 
funds upon resolutions brought by private members. In many cases 
Ministers had evaded liability for corruptly awarding out of public funds 
pensions and bribes to their friends by getting private members to 
introduce the necessary resolutions. As a consequence the Union Act 
of 1840 made provision for the definite expression in the written 
Constitution of the usage that there shall be no appropriation of public 
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funds save upon the resolution of a responsible minister, after a request 


has been made by the Representative of the Crown upon the advice of — 


the minister. This provision was afterwards incorporated as section 54 — 


in the British North America Act. (p. 131.) 


6. The Committee of Supply now exists as a convenience in debate. It has 
no present-day constitutional or legal significance. Its origin was once traced 
in a Westminster report in these words: 

The Committee of the whole House on Supply has the name, but has 
none of the methods, of a Committee. It was established in the days of 


recurring conflict between. Parliament and the Crown as a device to secure. 


freedom of discussion on matters of finance. The debates in the House 
itself were recorded in the Journal, which was sometimes sent for and 
examined by the King; and they were conducted in the presence of the 
Speaker, who in those days was often the nominee and regarded as the 
representative of the Sovereign. By going into Committee under the 
chairmanship of a member freely selected, the House of Commons secured 
a greater degree of privacy and independence. 


7. Practice at Westminster: The ineffectiveness of review (to establish real 
maxima) by a committee of the whole House is admitted. A change to smaller 
committees would, in fact, be no more than an extension of a practice introduced 
in Canada almost fifty years ago when Sir Charles Fitzpatrick, then Minister of 
Justice, brought his departmental accountant onto the floor to permit immediate 
replies being given to questions posed during debate of his estimates. What the 


1944 Committee on Standing Orders apparently feared was curtailment of 


opportunities to air grievances and to make proposals. Therefore, the experience 
at Westminster is of interest, because the present situation in Canada presented 
itself long ago in England. In 1902, Standing Order No. 14 was adopted. It 
allots 20 days (which may be increased to 23), being days before the 5th August, 


for the consideration of Estimates. On each of the 20 days, Estimates are the 


first order of the day. The items to be discussed are selected by Opposition 
Members—sometimes by lot—and according to May, the debate “concentrates 
upon the policy and activities” of the Ministers and officials whose salaries are 
provided by the Estimates. When August 5th comes, all votes are approved 
without further debate. Commenting on the results, May (14th ed., p. 288) 
states: 


By using a traditional form of proceeding in a novel way the practice — 


of the House has secured that an appreciable portion of government time 
shall be used in reality for the purpose of criticizing the Government on 
subjects chosen by the Opposition, while in form it is used for determining 
the precise amount of every item of national expenditure. 


8. It might be added that in England ancillary safeguards are: 


(a) In order to focus attention, the number of Estimates’ items is kept — 


below 200—in Canada the number often approximates 600. 

(6) A Public Accounts Committee annually reviews all receipts and 
expenditures and reports thereon. The Committee consists of 15 
members. A member of the Opposition, as a rule a person who was 


a member of a former Ministry, is chairman. The Committee meets — 


in private, but its reports and evidence taken are printed and tabled. 


Time is set aside for considering the reports by the House and the | 
Treasury is required to make written replies to all observations of the ~ 


Committee. 


(c) In 1891, by the Public Accounts and Charges Act, it was provided that 
various classes of receipts (other than taxes) be applied directly to: 


appropriations which financed the services producing the receipts. In: 
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other words, an appropriation is now for the deficiency between cost 
and income. Commenting on the practical utility of this scheme, 
Durell’s “Parliamentary Grants’ states: 

This system of appropriating receipts in one way tends to increase 

economy, for it is to the interests of the departments to see that they 
realise all their receipts, since any shortage will have to be made good 
by either reducing expenditure proportionately or .by applying to 
Parliament to make good the deficiency. (p. 41). 
In 1912 a decision was taken to set up a standing committee on 
Hstimates. The problem was to devise a reference which would give 
the committee a field of activity and yet not interfere with ministerial 
responsibility. The line of thought was that the Committee should 
report after the Estimates for the year were approved—and thus the 
value of the Committee’s work would be, (i) to inform Parliamentar- 
ians, and (i1) to accomplish positive results in subsequent Estimates. 
The Committee has, throughout its history, been hampered by lack 
of technical assistance, although a Treasury officer is now assigned to 
the Committee. In 1946, the Select Committee on Procedure (Third 
Report) recommended that a single Select Committee, to be called the 
Public Expenditure Committee, combine the functions of the Public 
Accounts and Estimates committees. Effect has not yet been given to 
this recommendation. 


(d 


— 


9. It is unlikely that this country will adopt English practice of placing the 
department equivalent to the British Treasury in extra-statutory status of 
superiority over all other departments—that is the source of the influence of the 
English Public Accounts Committee. In Canada, ministerial association with 
the public is more direct and the man-in-the-street holds Parliamentarians more 
directly answerable for administration. English experience is that Parliament 
ean protect its constitutional rights and privileges and at the same time change 
practices respecting the grant of Supply, but the risk will be present that the public 
service bureaucracy may (if committees are used) be placed in position to by-pass 
the Ministers. The demands made on the time of Ministers and the dimensions 
of the public service are now such that few Ministers can have an all-embracing 
familiarity with the services under them. They must delegate responsibilities 


and thus become dependent on others for information. Ministers can and do 


control decisions of policy, but application is delegated and it is the dead-weight 


of administrative cost that is of concern when Estimates are under review. For 


example, in the present Estimates, provision for salaries and wages of public 
employees exceeds $300,000,000. It will be the salaried expert, not the Minister, 
who will be in direct contact with the committee, therefore the form or text of 
items should be such that the expert is not in position to barter. 


Mr. Fiemine: Mr. Chairman, I wonder if Mr. Sellar intends to make any 
comment as to the highlights? 


The CuHarrMAN: We asked him to do so yesterday afternoon and he pointed 
out a few items. That was done yesterday afternoon. 


Mr. Macponneuu: Mr. Chairman, in the first place I take it we are all 
perfectly clear as to the difference between our system and the American 
system, and that none of us want to derogate from ministerial responsibility. 
We recognize the difference between our system and the American system and 
I take it further that what we are trying to find is some means to make more 
practical the scrutiny of the estimates that we now give. 

I am going to try to discuss this in a perfectly—for the moment at any 
rate—non-partisan way and I am trying to make it from the point of view’ 
of 270 private members of parliament. 
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At the present time the responsibility is taken under our system by the 
Minister of Finance and by whoever else he calls in. We have these estimates 
coming in, and since I have been in parliament not one dollar has ever been 
knocked off them and I think we may be inclined to regard our procedure in 


the matter asi somewhat in the nature of a solemn farce. I know that 1s strong © 


language to use, but I realize the force of what has been said in paragraph 2 
and while I disagree with the statement that it strikes at the root of ministerial 
responsibility, I notice in paragraph 3 that Mr, King has also criticized it. 

On the other hand, I am inclined to share the feeling that if too much is 
delegated to a committee, then the committee of the whole becomes practically 
meaningless. I feel we are very close to that stage right now. Take for example 
the estimates of the Department of External Affairs. They are sent off to a 
committee and when they come back to the House, the members realize what 
has been done. They realize the estimates have been discussed outside the 
House and presumably the discussion has been carried on by competent people, 
and they think: what else is there for us to do? Presumably nothing is done. 
I think a lot of people feel the same way. 

I now go on to the latter part of the memorandum and I wonder if we 
cannot, as Mr. King has indicated, find some means of adapting the techniques 
which they have.in Britain; and I would like to add one thing. I notice that 
in Britain they allot a certain number of days. I think we should bear that 
point in mind, and also the fact that in Britain they are dealing with an enormous 
number of subjects, and that they have closure and all kinds of things there 
that we do not have here. So I do not see why we need to imitate them in 
any detailed manner. But it does seem to me that they in Britain have put 
into practical effect some principles which we might well adopt. 

I notice in connection with one committee in Britain which inquired into 
something or other of a technical nature where expenditure upon machinery 
was involved, apparently they as a committee went down to’ the factory 
themselves. Now, in a big country lke Britain, that seems to be going very 
far, and I take it that all we would require is to have access to the experts,, 
I do not think that any of us—certainly not myself—doubts that in the last 
analysis there must be ministerial responsibility. 

On the other hand, to put forward what I think is the weak side of our 
position, I will be going back to Greenwood and telling them that I voted for 


$10 million for technical equipment of which I knew nothing and when they 


ask me: what did you learn about it? I will have to say nothing, except that 
the minister told us it was quite all right. Surely there should be some way 
by which those in the House who are competent to deal with such technical 
matters could be informed. 

I am told that ministers are afraid—and perhaps it is only natural fear— 
that some of their experts might hold views which they would like to present, 
but which are not the minister’s views. I fear I have presented some very 
disjointed comments. 

The CuarrMan: Is there any particular proposal which you yourself would 
like to put forward in connection with any particular method? 

Mr. Macponnetu: Not any particular proposal, Mr. Chairman; but I 
think we should try to see whether we might adopt some of the practices which 
they have adopted in Britain because I think we have the authority of Mr. King 
that they have worked out some very useful plans over there. 

Mr. Srewart: I agree somewhat with what Mr. Macdonnell has said. 
The government of Canada today presents such a huge undertaking that a 
parliamentary committee cannot adequately consider each department. 

As far as External Affairs are concerned, I think that we in the House 
ought to debate the principles underlying our foreign policy. I myself am not 
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a member of the External Affairs committee and I therefore depend on the 
External Affairs committee to investigate the administrative set-up and to see 
to it that no money is being wasted, and to see to it that we get full value 
for our dollars. But that would not preclude us as members from bringing 
up a matter when the estimates come back to the House. 

Mr. Macponnetu: Am I correct in my recollection that when the matter 
of the External Affairs committee came up in the House there was not in fact 
the general debate which you suggest, or, at any rate, not at any length, because 
the members felt that the matter was going to a committee and that they would 
wait until it came back from that committee. 

Mr. Stewart: I would disagree with you there, Mr. Macdonnell. I think 
there have been two debates in the House this year: once while the speaker 
was in the chair, and once before the committee; so I think we have had an 
opportunity to express our views about the principles underlying foreign policy. 
But I depend on the smaller committee to do the essential spade work. 

Mr. Macponne.u: I think you are right. 


Mr. Stewart: And as far as departments are concerned I find myself in the 
same position. I cannot see how parliament as a whole can investigate each 
department. I am certain savings can be made but I am wondering who, 
in future years during the course of parliament ‘could possibly have every 
department of government investigated, take so many departments each year 
and send them to a committee and have that committee examine them thoroughly. 

The CuHairMAN: As to their estimates or as to their public accounts? 


Mr. Stewart: I would like to have estimates but I would be content to 
accept public accounts. I cannot think that parliament can investigate a 
government department adequately. I think it has to be done in committee, 
and that we have to depend more and more on committees to do that. In the 
House we have time to deal only with the principles of bills. 


The CuHarrMANn: In fact, the estimates of the Department of External Affairs 
are referred to the committee on External Affairs, and as Mr. Macdonnell said, 
I do not know of any one year when they went item by item into the estimates. 
The estimates were called as a group, in a lump, and members were allowed if 
they wanted, to ask questions. I remember on one occasion they asked the 
cost of new buildings for legations abroad but, as Mr. Macdonnell said, they 
never went item by item into the External Affairs estimates. 


Mr. Fueminc: Mr. Chairman, you are quite wrong in that. Several of us 
here have been members of the committee of External Affairs and the practice 
‘there has been uniformly this: once the House starts referring estimates of the 
Department of External Affairs to the standing committee there has been a 
general debate on the first item in the committee of supply in the House, and 
then after there has been this general debate on policy only without reference to 
any item of expenditures at all, a motion is passed to take those particular 
estimates away from the committee of supply and refer them to the committee 
of External Affairs. In that committee there has been a systematic review both 
of previous expenditures and of the estimate of the expenditure for the current 
year item by item. That has been done in an efficient and systematic way. 
Then when the committee has reported to the House, the estimates are then 
referred back to the committee of supply. If we may take the last session as an 
example, the House needed to spend at that stage in committee of supply only 
three quarters of an hour on the estimates of that whole department, the work 
having been done so thoroughly in the committee of External Affairs. There 
is no question of the size of parliament, it is not a matter that we have so big 
a House but that it is impossible under present conditions to do anything like 
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a serious job of sifting estimates of expenditure. It is the time involved. In 


a ‘ties 


these smaller committees you can get to grips with the problems. Oftentimes 


it is just a matter of certain individuals wanting certain information that can 


easily be obtained in a smaller committee and that dispenses with the necessity 


of asking questions for information in the House and does not preclude a debate 
on policy in the House before or after referring the estimates to a smaller 
committee. 

May I say a word on the larger question? I do not want to repeat what I 
said in the House yesterday because I was speaking hurriedly. I think we 
ought to start our whole approach to this question with the frank admission that 
the present system is utterly unsatisfactory. I do not think Mr. Macdonnell’s 
description of it as-a hollow farce is a bit too strong,:if we accept the fact that 
parliament is supposed to be responsible for the voting of money of supply item 
by item. Is it not time then that we try something different, a little experiment- 
ing would not do any harm around here, and here are concrete proposals which 
Mr. Sellar has made, not only this year, but for some years past, after a long 
and broad experience, and Mr. Sellar is one official who has always laid the 
utmost stress on preservation of the responsibility of parliament, along with the 
principle of ministerial responsibility to parliament. 

I think when we realize that everything that Mr. Sellar has presented by way 
of changes in the system springs from those principles to which he strictly 
adheres, I do not think we are risking anything by departure from the essentials 
of our parliamentary system by, at least of experimenting with the new 
method which he proposes and I am absolutely convinced that Mr. Sellar’s 
recommendations both as to the method of review and in the second place as 
to the form of estimates should be adopted. I understand it is a two barreled 
approach. He wants a change in the method of review and he wants a complete 
reforming of the form of the estimates. On that second point, the form that 
Mr. Sellar proposes there is again twofold. I understand he wants some informa- 
tion given in the estimates—that is in the item itself, not at the back under 
details—because those details have no statutory effect whatever and he wants 
to give some essential information right with the items so that members will 
have some information as to the items to which that money is to be applied. 


The Cuarrman: That would not prevent the printing of the details just a 


the same, because if you accept the suggestions which Mr, Sellar made here it 
would give a much better description than is now called for under the Act. 
With the proposed system we will have less information than we have now, as 
members. It will be better for the Appropriation Act and I am all in favour 
of that; but if we do not print the details in the back as we do now we will have 
much less information than we have now. We will come to that item later 
on, No. 10 of his memorandum—we should take them one by one because they 
are all of them important. Now we should revert and deal with the preliminary 
angle and the approach to his recommendation. When it comes to these 
recommendations we will take them one by one and analyse them. If we could 
confine ourselves in the preliminary remarks, to the first 4 or 9 paragraphs 
which state the problem and have it explained and be given the different views, 
the approval of Mr. King of his views, or the refusal of Mr. King to accept 
what is suggested. 


Mr. Fiemrina: I will not say anything more about the form of estimates until 
later on. I will content myself with saying that I think that starting-off place 
for the present estimates is utterly outworn and unsatisfactory and the time has 
come to try the recommendation that has come from the very experienced and 
highly respected official of the Department of Finance. 


The CHamrman: Corroborated, you might say, by a very experienced 
statesman, 
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; Mr. Fiemine: The Committee of 1934 was apparently concerned with 
subtracting something from the responsibilities of the members and depriving 
the members of the House of some right of discussion, but our own experience 
in the House already with the Department of External Affairs, completely 
disposes of that fear because there has been no limitation whatsoever on members 
to discuss items in the estimates of the Department of External Affairs, anybody 
who wanted to last session could do that. I remember a number of questions 
were asked by members of the House committee when those estimates were 
referred back to the House and referred by the House again to the committee 
of supply. There is nothing in this proposal that takes anything away from any 
member of the House. We can save a great deal of time, because a lot of 
information need not be on some particular points asked in the House, if the 
information is available in the proceedings of the committee. The debate in the 
House will then be on questions of principle and policy. 

The CuHairMAN: Do I understand that you suggest that what is being done 
for the Department of External Affairs at the moment should be done for all 
departments; that parliament should refer their estimates to a committee to go 
over these estimates item by item. 


Mr. Fiemine: We have a number of standing committees in the House 
which correspond with departments of government. Many of those committees 
are not meeting; the committee on agriculture is one. I suppose most people 
would think that would be the most active committee, actually it is the most 
inactive. Would it not bea useful thing to refer the estimates of the Department 
of Agriculture to that committee for reviewing. I do not think you would 
subtract anything from the rights of members by doing so but on the other hand 
we will have a more thorough investigation. There could be corresponding 
committees set up for all our departments, and Mr. Sellar has recommended, as 
I understand it, a committee of estimates. Now, one committee, I think, would 
find it too great a task to undertake the review of the estimates in this bulky 
volume of estimates, that I think this job can be broken down. Where you have 
committees that correspond to departments of government such as the two we 
mentioned, and there are a number of others which have been formed, I think 
those committees could be used for that purpose and where there is a residue 
then you could have a committee of estimates appointed to review the estimates 
of those departments. I am not suggesting we are going to arrive all at once 
at the solution of this problem of a new procedure, but I think the present 
system is so unsatisfactory that it is time to experiment with something quite 
different, and I think as time goes on we will work out, in the light of experience, 
an infinitely better procedure. 

The CHAIRMAN: In paragraph 8 it is stated that “in 1946 the select com- 
mittee on procedure (third report) recommend that a single select committee to 
be called the public expenditure committee combine the functions of the public 
accounts and estimates committees. Effect has not yet been given to this recom- 
mendation”. 

Mr. Laneuois: In order to carry out Mr. Fleming’s suggestion and provide 
ample time to these committees to scrutinize the estimates of various depart- 
ments, would it not then be necessary to table the estimates at an early stage 
of the session as it was done this year? 

Mr. Fiemina: I am glad that Mr. Langlois has raised that point, Mr. Chair- 
man. It will be necessary to call the committees earlier. Yes, I think the two 
things should go hand in hand, the estimates should be tabled according to our 
constitutional procedure, after the adoption of the motion for an address in reply 
to the throne speech. Now, I have never been able to understand why it should 
not be possible to set the committees up then and there. 


The CHAIRMAN: The committees are set up at that time because the moment 


_ the address motion is adopted there is a meeting of members to select the chair- 
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man of committees and prior to that while the address is being discussed, the 5 


whips get together and make up their lists and form the committees. After that, 
as you say, it might be made a rule that, let us say, within two weeks after the 

address motion is adopted the committee should start to sit. At the moment 
~ most committees sit only upon the request of members directed to the chairman 
of the committee. That is why agriculture has not been called lately. There is 


no bill that has been referred by parliament to the agricultural committee and | 


no member has sent a request to the chairman to call that committee. This 
public accounts committee, as I stated on the first day, has assembled six times 
in twenty-one years. The practice has been that each time a member wants 
the committee to assemble he sends a letter to the chairman-elect and the 
chairman-elect is bound then to get the committee assembled. That is what I 
did when I received a letter from Mr. Stewart. Your suggestion is quite valuable 
that an agreement be reached or a system evolved whereby the committee would 
have to sit within a given time after the address has been adopted. 


Mr. Fuemine: If that were done I do not think we would have the trouble 
which we have now, with far too many committees sitting. You would have to 
have a committee for each department, just as we have for the Department of 
External Affairs. Some departments would call for very little in the way of 
opening debate and it would then be a case of moving that the estimates before 
the committee of supply go to the various standing committees after there had 
been some debate. 


The CHatRMAN: Do you not think those debates would take quite a long 
time? 


Mr. Fiemina: No, it is a question of arranging the work of the House. If 
you arranged the work of the House so that those debates could come up 
* immediately after the throne speech is out of the way, then you could get your 
committees at work far earlier, and spread the work out over the year so that 
it is not heaped up on us as it is now in the late days of the session. 


Mr. Laneuois: There would have to be an opening debate on each depart- 
ment? 


Mr. Fiemine: There are departments that do not call for much opening 
debate. If members knew that the department was going to come up in com- 
mittee and that there would be ample opportunity of going into details in that 
committee, then I think you would find, as in the case of external affairs, that the 


members would confine themselves in the opening discussion to general ques- . 


tions of policy and they would not be straying into questions on matters which 
really should be properly dealt with in committee rather than in the House. 


The CHarrMan: Are there any more questions? 


Mr. Wricut: Yes, but I do not know whether they come in the first three 
clauses here. 


The CHAtrMAN: Let us say that we will lump the first nine together. 


Mr. Wricut: One of the things included in the duties of the House is the 


consideration of Crown corporations and the business of Crown corporations. 
What do you or I know with regard to Polymer? 
Mr. Macponnevu: That is Mr. Howe’s—you do not need to know that. 
Mr. Isnor: It is well run. 
Mr. Macponneuu: What? 
Mr. Isnor: It is well run. 
Mr. Wricut: As far as members of naeliainent are concerned we know 


very little about the business being run by the government through Crown 
corporations. 
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_ The CuatrMan: I may say, with respect to Polymer, that the war expen- 
i Pritures committee in 1943 or 1944 had about fifteen meetings; and the members 
i. of the committee visited Polymer. Those meetings were more with respect 
_ to the financial set-up and operations of the first year, but, I agree with you, 
5 that since then we have not heard much about it. 


Mr. Wricut: Yes. Although in 19438 we knew something about it since 
: then we have had nothing. The same thing is true of the ead board. The 
~ wheat board handles millions of dollars of the wheat growers’ money. It was 
_ referred to the agricultural committee for a couple of years but we have not 
' had that reference for three years. Perhaps that is the fault of individual 
members in not demanding that the matter be placed before that committee. 
; Nevertheless, it seems to me there should be some legal way of having 
_ these things referred to committees, without having an individual member call- 
ing for it. Immediately that an individual member calls a Crown corporation 
before a committee the implication is that he thinks there is something wrong. 
There need not necessarily be something wrong at all; but there should be some 
regular way in which these Crown corporations come before committees, and 
where their accounts are looked into each year—without any implication arising 

that there is something wrong. 
Government today is in business; make no mistake about that—and it is 

going to stay in business. 


- 


The CHatrRMAN: You understand that these Crown corporations are reported 
_. In public accounts so that anyone who is a member of this committee can ask 
the committeé, when it sits, to go into the Polymer Corporations’ balance sheet. 


Mr. WricuTt: Yes, but there is no legal way in which it can come before 

some committee of the House. Your Canadian National Railways and Trans- 

_ Canada Air Lines come before the House and I think that other Crown corpora- 

_ tions have got to be in the same position. They should automatically come 
before the House for consideration of their annual statement. 


Mr. Dinrenpaker: Mr. Chairman, I have said on previous occasions in 
the House that one of the great difficulties is the impossibility of getting detail. 
So loose is our system—lI do not want to be repetitious—but so loose is the 

system with reference to passing estimates in the House that if a $5,000,000 

item were placed in the estimates, although it might have no foundation in fact, 

I believe that it would pass through parliament today simply because of the 
fact that we lack technical assistance for the examination of the accounts. 

As one reads through this brief and the evidence of Mr. Sellar, the great 

_ difficulty of the situation becomes apparent. How far must parliament go in the 
investigation of accounts? 

I do not want to appear facetious but I did pick up the Auditor General’s 
report of 1890—and I should say that this report was picked up not intentionally 
but simply by chance. I went down to the library to acquaint myself with the 
differences between the modern reports and the earlier ones. 

There are some very interesting details indicating the degree to which 
particulars were then given. Can you imagine a government of today giving 
details such as this under government contingencies: lunches for cabinet, 
$149.85; refreshments for cabinet, $69.31; tumblers—345 dozen; 1 corkscrew, 17 
cents; and so on—and if one goes into the Senate accounts they become even 
more interesting. I see: one foot bath, $3.25; 26 perforated seats, and 18 
thermometers. 

Those were the details in 1890, but I doubt whether any modern govern- 
ment would want to have such revealing details given. 
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Speaking seriously, I wonder just whether Mr. Fleming’s suggestion of a : 
committee for each department would meet the situation? Parliament can never — 
hope to go into all the details. One looks at these public accounts, but how many ~ 
of the contracts—however unjustified they might be—can be investigated when _ 


only those over $10,000 are given; and there are no details given of the larger 
items. 

I would like to see a separate committee—not necessarily one for each 
department because we would have committees sitting all over the House and 
no one would ever attend. But we could take one single department and go into 
it in detail, and endeavour to understand the general set-up, and organization 
of it, and we might receive some appreciation from evidence of Mr. Sellar and 
others as to the degree to which care is being maintained in the doing of the job 
of the department. 

The CuHairRMAN: You think it might inspire the fear of God into some other 
departments for some time to come? 


Mr. DiereNBAKER: Certainly today the system invites departments to 
expend to the limit. 

Mr. Macponnetu: Would that be a spot check of departments? One depart- 
ment one year and one another year? 

Mr. Dierensaker: Yes, and I do not think I would give them any notice— 
just say that this year we will take such and such. We should, I think, start on 


the job at the beginning of each year. In saying that, Mr. Chairman, there is 4 


no criticism of you for not having the committee set up earlier. 


The CHatrMAN: We are the second standing committee to sit; only the 


External Affairs Committee is ahead of us. 


Mr. DimrenBAKER: Then with regard to the primacy of the work of the’ 


committee, if we are going to investigate one department, surely we can begin 
at the beginning of the session. 


The CuatrmMan: After the address? 


Mr. Dierenspaker: After the address, if that be the constitutional require- : 
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ment—and devote ourselves to that department and have given to this committee 


the necessary technical assistance. That is something which I have advocated 
on behalf of the opposition for several years. It is impossible for any member 
of the opposition having no technical assistance to be able to discharge his. 
responsibility as a member. Parliament, as constituted today, is derelict in 
its duty because of its failure to provide assistance to the individual member 
so that he is able to place himself in a position where he is reasonably cognizant 
of where he is going. If we are to discharge our duty with respect to the 
estimates we must go through one department. 

Mention was made of Crown corporations. I think the whole question of 
Crown corporations should come before the committee. I will give you an 


example of the need for that. Mr. White mentioned the wheat board. It is— 


difficult for me to understand why officials of the wheat board are able to place 
themselves in a position where they defy orders and judgments of provincial 


superior courts. Within the last six weeks, in the province of Saskatchewan, 


judgment was given by the superior court directing the wheat board to do certain 
things. Judgment was filed, but the answer of the wheat board was that they 
were set up by parliament, they were an emanation of the Crown and we had 
no responsibility to answer judgments of any provincial court. | 

Now, it is a very serious matter when a Crown corporation is placed in a 


| eS 


position where it only obeys the law, with respect to judgments of courts, that “ 


it is willing to obey voluntarily. 
I do not want to say any more but those are the two suggestions I make; 
first, that we take one department and do a real job on it; and secondly, that 
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: as far as Crown corporations are concerned they should be responsible to 
_ parliament and the law to a degree that they are not. 


The CuHairMAN: In theory you have a right to examine them because their 


_ reports are in the public accounts—but you would have to find a practical method 
of approach. 


Mr. Dirrensaker: Well, in 1950 when any Crown corporation says to its 
chairman or board that it will not obey the law or the declaration of a court 
of law, then you are placing Crown corporations in a position in which they 
should not be. It is just a carry-over from the ancient days when the king 
could do no wrong. If the government is going into business, if Crown corpora- 
tions are to be set up, they should have no greater rights under law than any 
other corporations. 


Mr. Stewart: Mr. Chairman, I think the suggestion which has been advanced 


_ by Mr. Diefenbaker is a very good one, and there is one observation I would like 


to make with respect to it. I appreciate that even under that system parliament 
would be left with the last word as to what was to be done with estimates, but 
I would suggest that rather than take one department each year and going into 
it in precise detail, let us say a department like agriculture, or any other depart- 
ments, I do not think there will be any difficulty in the members of this com- 
mittee reviewing the affairs of four or five or six departments and having them 
referred to them in the one year. In that way during the life of one parliament 
every department could be very thoroughly examined. 


The CHAIRMAN: That is a good suggestion. 


Mr. Stewart: And my thought would be that every department of govern- 
ment should be completely examined at least once during the lifetime of a 


_ parliament. I think that reviewing one department a year is not good enough. 
- I think parliament through this committee ought to be able to do a thorough 


job of investigating more than one department in a year, and I think that should 
be an objective. I know, for instance, that they go a great deal further than 


that at Westminster. 


The CuatrMan: Do you think Mr. Stewart’s suggestion is a good one? 
Do you think that.should be done entirely by the main committee, or should 
that work be divided up and referred to special committees, sub-committees 
if you like, following the practice which was established in the War Expenditures 
Committee here a few years ago. 


Mr. Fiemine: I think the committee on estimates would probably have to 


4 make the selection. I do not think we could lay down at this time an absolutely 


complete blueprint system to be followed. I think it would have to be worked 
out in the light of experience. 


The ‘CuamrmMaNn: We might have to consider what was done in Great Britain 
when they decided to change their system over from the old system to the new 
one. They used to have an estimates committee and a public accounts committee, 
and, as I understand it, they have now been merged into one. I understand it 
has not been put into practice yet, but that is the procedure they followed, of 
combining those two committees. It might be interesting to have the record of 
the discussion on that matter for the benefit of this committee. 


Mr. Lanetots: If we were to adopt the suggestion made by Mr. Diefenbaker 
and just take up one department it seems to me that the selection of that 
department would lie with the committee itself, and notwithstanding our exam- 
ination of that department the estimates of that department would still have to 
be considered by parliament; but the selection of the department to be investi- 
gated, or studied if you prefer, would be entirely in the hands of the committee. 
Am I right in that, Mr. Chairman? 
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The CHARMAN: Yes, that would not affect the right of the House to 20 va 
into estimates in detail before the committee of supply. But I do not think © 
that is what Mr. Diefenbaker had in mind, I think what Mr. Diefenbaker had 
in mind was that we would select one department and go into that very ~ 
thoroughly. i 


Mr. Lancuois: But with the approval of the House. 


The CuarrmMan: No, the House would have nothing to do with it, you see, 
because the public accounts of that department, which we would be investigating, 
are a subject of reference by the House to this committee. 


Mr. DierenBAker: My reason for using one was simply this, that if one 
department is done we would have done one department, and if we do that in a 
thorough fashion it will have a salutary effect upon the other departments. 
Now, with reference to what Mr. Langlois has said, I do not think that we — 
would in any way be interfering with the work of the committee of supply in 
the ‘House in their examination of estimates, and anything we did would always 
be subject to further investigation in the House. 


Mr. Lanetors: The choice would not lay with the committee alone? 
The CHAIRMAN: Yes. 


Mr. Isnor: Mr. Chairman, I find it a little difficult to follow the points — 
raised by Mr. Diefenbaker and the others as to the authority or functions of _— 
these committees. I do not see very much wrong with our Public Accounts 
committee at the present time. We have referred to us from the House the 
public accounts and the report of the auditor general. Now, I do not see that it 
is our function, as we are at present constituted, in any way to deal with or 
examine estimates or approve of expenditures in connection with the various 
departments. All we can do is direct our examination to the material which 
appears in the report of the auditor general, that is in the public accounts them- 
selves. Am I right in my understanding of the situation, Mr. Chairman? 


The CHaAirMAN: Yes, but what we are considering now is the setting up of 
an estimates committee, or making this committee both a public accounts 
committee and an estimates committee. 


Mr. Isnor: Now, with regard to Mr. Sellar, I agree with all here that he 
is a very able official, and I agree with all that has been said about his ability, 
and he certainly knows what he-is talking about in so far as accounts are 
concerned; but when he comes here and lays down a complete change in policy ~ 
and function in regard to public accounts or the tabling of estimates I think 
we are in a position—and I say this in a most respectful manner—we are 
in a better position to decide the matter of setting up an estimates committee ~ 
in a much more intelligent and comprehensive way than is Mr. Sellar, particularly 
as it involves matters of policy relating to the operations of departments of 
government. ‘Then, on the other matter of Crown companies, I think we can 
call before this committee any representative of a Crown company we may 
want to call to clear up any point in the operation of those companies because 
they are included in the public accounts which is the main reference from the 
House to this committee. Is that right, Mr. Chairman? 


The CHAIRMAN: Yes, as far as past operations are concerned. We can go 
into the operations of any Crown company whose operations are of record’ in 
these public accounts. 


Mr. Isnor: So that with regard\to the matter Mr. Diefenbaker was referring 
to, I think we are in a position to have these Crown corporations and their 
officers called before this committee to answer any questions we may wish to 
ask in connection with their operations. 
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Mr. Macponneuu: But I think you will agree that we can only examine 
their expenditures to the extent that they are covered in public accounts? 


The CHatrMan: That is right. 


Mr. Isnor: As chairman of the War Expenditures committee I remember 
how we met some of the difficulties in the work of that committee through 


~ the appointment of subcommittees. That did not mean that the main committee 
- did not retain its full responsibility as a committee. Much very effective work 


was done by the subcommittees who reported to the main committee with all 
the details of their investigation and in that way each matter of reference was 


_ gone into very thoroughly in the preparation of the report of the main committee. 


But, as Mr. Macdonnell says, in view of the fact that their expenditures are 
of record in the public accounts referred to us we would thhave the right to go 
into the operations of any Crown company as well as any department of 
government and to call any of their officers to explain the functions and operations 
of such companies, and then we could make a report to the House as to just 


what was disclosed by our investigations. 


The CHarrman: May I ask you a question? 

Mr. Isnor: I wonder if I could finish the point I was on first. 

The CHarrMAN: It is on this point you are just discussing, if you don’t 
mind. In connection with the type of work it has been proposed that this 
committee might do would you consider it desirable setting up subcommittees 


to this Public Accounts committee and referring to these subcommittees the 


matter of detailed investigations of specific departments, rather than having 


the time of the main committee taken up with the detailed investigation into 


~*~ 


each department. 

Mr. Isnor: Before I reply to that, Mr. Chairman, may I say that I do 
not like to be coupled with the term used, I think it was by Mr. Fleming and 
possibly also by Mr. Macdonnell and maybe Mr. Diefenbaker too, in regard 
to all this being a farce. 

Mr. Fiemine: I was the one who used that word, Mr. Isnor. 

Mr. Isnor: Well, whatever it was, I do not think he showed very good 


‘judgment in his use of a term, I do not agree with him. I would not like ta 


think for a moment that I was a party to any proceeding which could be 


_ described as a farce, and I know that ever since I have been a member of this 


committee I have been very active in the carrying out of my duties in connection 


with the work of the committee. 


Mr. Macponneuu: Well, Mr. Chairman, I was speaking about proceedings 
in the House of Commons. 
| Mr. Furmina: Yes, the reference was to the procedure of having estimates 
reviewed in this committee and then up again before the committee of supply 


in the House, and the suggestion was that that was an unnecessary duplica- 


tion, in effect, ‘a farce. 


Mr. Isnor: Well, it does not make it any better if you apply the term to 
the proceedings in the House, because when I sit there in committee of supply 
I would still be a party to what you describe as a farce, and I do not appreciate 
that use of the term. 


The CuHamrMAN: Well, I think we have that point cleared up now. 


- Mr. Isnor: As to the question raised by the chairman, I have a note here. 
I believe we could place before various subcommittees its examination of 
expenditures appearing in the public accounts for departments such as agri- 
culture, railways and canals, and so on; and if we were an estimate com- 
mittee we could consider items of the estimates affecting those particular 


_ departments and I think we could do it more quickly and more effectively than 
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would be possible in the main committee or even in the House. Whether or — 
not that would result in further discussion when those estimates were referred — 
back to the House is an open matter. I think, Mr. Chairman, the reference . 
which was made to the lack of opportunity for adequate consideration of | 
certain estimates—I have in mind particularly those of the Department of | 
External Affairs—was because the report of that committee did not come back 
to the House until the closing days of the session, and at that time we had a 
great deal to deal with. I think that is one of our weaknesses at the present — 
time, that a very important part of the government business in the form of — 
supply and so on comes down too late in the session with the result that we do 
not have a proper opportunity of examining and discussing the items involved. _ 
Then, with regard to the work of this committee itself, I agree with the sug- — 
gestion which has been made that it would be an advantage to all concerned ~ 
if rt could be set up and start functioning earlier in the session than apparently — 
has been possible heretofore. Now, I want to say a word about the work of the 
departments being reviewed before this committee. f 
The CHAIRMAN: Do you mean a committee on estimates or this por | 
on Public Accounts? | 
Mr. Isnor: Yes, this committee. When we were discussing setting up this ‘A 
committee to deal with estimates the assumption was, ds I appreciated it, that — 
it would be set up for the purpose of dealing with estimates, but the main — 
idea I gathered from Mr. Sellar’s submission is not that it would be set up so — 
much to deal with estimates as with the manner in which the items are 
drafted, to see that the terminology is more nearly exact. I think if I had ~ 
a better appreciation of their practice I could go part way with Mr. Macdonnell 
in his reference to the way they handle this matter in England. JI have not — 
seen very much about it but I certainly have followed the newspaper reports 
of the manner in which the United States deal with their estimates and I cer- — 
tainly am not in accord with their principle of giving advance notice of what is — 
likely to happen. When we had the committee on War Expenditures—there 
are one or two here who were members of that committee and they will recall — 
how we carried on then, investigating into the operations of all departments, 
Crown companies and so one, as requested by different members of the com- — 
mittee; and I think we could do the same here. For instance, Mr. Stewart 
has shown a particular interest in the Department of National Defence. That 
might be the No. 1 department for us to investigate. And when we have done ~ 
that we could go ahead and investigate such other departments as members ~ 
might desire to have looked into. Perhaps we might be able to go through ~ 
two or three departments in the one session with the hope and confidence that — 
we might be able to make some constructive recommendations as a result of ~ 
those investigations. Does that answer your question, Mr. Chairman? 
The CHairMAN: Yes. So you would not divide the committee up into sub- 
committees; you would have the main committee deal with the whole matter? 
Mr. Isnor: I would prefer at the moment, as I see it, to have the depart- 
ment appear before the main committee. J 
Mr. Jounston: Is it not true, Mr. Isnor, that on the War Expenditures ~ 
committee we divided that committee up into a number of subcommittees? For 
instance, I recall that I served as a member of the subcommittee dealing with 
shipbuilding and aircraft, and I recall that we visited the plants, saw what they 
were doing, and went into great detail into their accounts right on the spot. | 
Mr. Isnor: That is right, and those subcommittees reported back to the — - 
main committee where their reports were considered and incorporated into the ~ 
report of the main committee. ) 
The CHAIRMAN: I agree with what you say because, as you will recall, 
I was chairman of one of those subcommittees, and I know how effective the 
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& arrangement was of splitting the main committee up into a number of sub- 


committees each having eight or nine members and each allocated specific 


_ references for investigation. They could go ahead and make very careful exami- 
- nation of the reference; they could visit plants and examine methods and 


accounts right on the spot; and then they could bring back their report to the 
main committee. 

Mr. JoHnston: Yes, and there was practically no limit to the detail they 
could get. by visiting the plants and examining the work being done and the 
books and records on the spot. I think there is much to commend itself in such 
an arrangement, and such a subcommittee of such a committee as we have under 
discussion would, in my opinion, be able to do very effective work. 

Mr. Isnor: And you will remember that those subcommittees reported back 
to the main committee and their reports were very thoroughly reviewed there. 


The CHAarrRMAN: That is to say that the main part of the work would be done 
by the subcommittee, and because of its size, comprising a relatively small 
number of members, it could do its work most effectively, and then it could 
report its findings back to the main committee for further discussion. 


Mr. Fueminc: What has that to do with estimates? Nothing at all, as far 
as I know. 


Mr. JoHnston: It has nothing to do with estimates but it has something 
to do with the thing we are discussing. I take it that the principle followed is 
almost the same as the one we are discussing now, the only difference being that 
instead of having the Public Accounts committee as a body do all the work 
it could be split up and dealt with by subcommittees, and such an arrangement 
would be similar to what we had in the War Expenditures committee. 


Mr. Fieminc: Yes, and similar to the way it was done at Westminster. 


Mr. Browne: Mr. Chairman, in the light of what has just been said, would 
it be desirable to accept that practice in peacetime? 

The CHatrMAN: Well, Mr. Browne, that is for the committee to decide when 
we are drafting our recommendations. I think, personally, that the work done 
by the subcommittees at that time was very valuable. I know that at the time 
when Mr. Isnor was chairman of the main committee he also served as chairman 
of one of these subcommittees, as I did, and I know that the work in the sub- 
committees was most effective. We would make our investigations, very often 
on the spot, we would go into very great detail and then we would bring a report 
back to the main committee and that would save a great deal of the time of 
the main committee as they would not have to go over the whole question again. 


Mr. Browne: It seems to me that there are three things we might do. One 
is the suggestion here which the auditor general has put before us; to consider 
his observations of the way in which votes have been expended or to consider any 
irregularities which his audit may have disclosed, and then following that we 
could decide whether or not we wanted to investigate a particular department, 
and then we could go right through that department and examine it fully. 


‘Mr. Jounston: That would be similar to what was done in the War Expendi- 
tures committee. The subcommittees were given the right to go right into a 
plant and make any investigation they wanted to on the spot, and my recollec- 
tion is that there were millions of dollars saved to the government which would 
not have been saved had the matter been left in the hands of the larger main 
committee who would get their material through the calling of witnesses here. 
I do not see why that principle cannot be applied. 


Mr. Browne: Has the auditor general any suggestions to.make? 


The CuatrmAn: I was just going to ask if there are any more questions 
the committee would like to ask on the sections 1 to 9 inclusive; those are the 
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preliminary sections which I suggested we ott deal with at the one time, ond a 


that we would go on and deal with the rest one by one. 


Mr. Wricut: Mr. Chairman, with respect to the Crown corporations, we “a 


have their financial statement here and the auditor general’s report, or perhaps I | 


should say the public accounts, and that puts us in a position where we can call 
these people. Do you not think that these Crown corporations are directly on 
a par with the Canadian National Railways? You will recall that the accounts 


of the Canadian National Railways were just recently before the Sessional 


Committee on Railways and Shipping, and that that committee goes through 
their operations éach year. What I am getting at is this, that any member of 
this committee can call any Crown corporation before it, but I can see one 
objection to that procedure. I think that when a member asks that a certain 
Crown company or unit of government be called before a committee of this 
kind that that casts a reflectiom on the Crown company or department as the 


case may be, when as a matter of fact that inference is not justified. I think — 


there should be some sort of an automatic procedure which would enable 


parliament to examine each year the financial statements of Crown companies | 


and organizations of that kind. 


Mr. Isnor: With your permission, Mr. Chairman, I would like to answer 


Mr. Browne. 

The CHAIRMAN: Certainly. 

Mr. Isnor: So far as I am personally concerned I believe that any Crown 
company or creature of the government, whether a Crown company or a depart- 
ment, whose expenditures are reported in the public accounts, can be called 


before this committee, and should be called before this committee if required; 


and that any officer of any such Crown company or department is available and 
can be called before this committee. Does that answer your question? 

Mr. Browne: No, not quite; what I was interested in was who has the 
right to call them. . 

Mr. Isnor: Well, Mr. Chairman, you have to start somewhere. Mr. Stewart 


has asked for the Department of National Defence to appear before this com-. 


mittee, and there is no reason why I, or you or any member of the committee 


shoul not ask to have the officials of a certain Crown OE appear before this 


committee. 

Mr. Wricut: The point I am getting at is this, nee these Crown companies, 
or corporations, are handling large sums of public money, and as their operations 
appear in the pubhe accounts they can be brought before this committee and 
examined on their financial statement and operations for the year under review; 
and my submission is that there should be some way by which they can appear 


without having to be called, without a member having to make a request for 7 


them to appear either in the House or directly before this committee. 
Mr. FLEMING: You raise a very interesting point there. Members will recall, 


I think, about four years ago, when the question was raised about information — 


with respect to a particular Crown corporation, that at that time the present 
Minister of Trade and Commerce said in the House that if anybody wanted 


to take the responsibility for making charges for such a review of the operations © 


of that particular agency that he should assume responsibility for making charges, 
and he suggested that the practice to follow was to have the member stake his 
seat on his charges. Now, that is not what we want. We want to do this in a 
routine way; that is, without anyone appearing to point the finger of suspicion 
at any Crown corporation or company. 

The CHAIRMAN: You do not have to ask the Minister of Trade and Com- 
merce for permission to call any of these Crown companies before this committee; 
you do not have to take his words at their face value on that, and you do not 
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i have to make any charge in order to ask for them to appear before this committee, 


i 


Pie eS 


- as the Minister of Trade and Commerce said at that time. I do not say that 


with any disrespect toward him or anyone else. I mean that you have the right 


to call them before this committee, in view of the fact that the public accounts 


are before us and their accounts appear in that book. But the point made by 
some members is that they should not have to be called, that there should be 


some provision for them appearing automatically, and I think that is a sensible 
suggestion. 


Mr. Macponnetu: Is not this what you have in mind, that they should 
appear before this or an appropriate committee just in the same way as has 
been done for years and years in the case of the Canadian National Railways. 
It seems to me that one of the difficulties which has arisen—I want to be clear 
on: this—is that when we come here we are limited to the four corners of the 
public accounts, which I take it means that we are dealing in ancient ‘history 
as represented in those accounts, and it is now proposed that we also should 
deal with the estimates. We are here charged with the duty of recommending 
an additional system in regard to estimates. 


The CHarrMAN: That is not exactly correct, but that is what we have 
before us now in connection with our study of public accounts. 


Mr. MacpdoNNELL: So we have two points there. If I understood Mr. Isnor 
correctly he was looking rather directly and more particularly to public accounts, 
looking at the old accounts. Am I right? Was that the point of your answer? 


Mr. Isnor: Well, in part. 


Mr. MacponNneuui: It seems to me that we have had some very useful 
suggestions here this morning. I do not go as far as Mr. Fleming, but I do 
see the logic of the approach. At the same time I do feel that if we had a 
committee going into estimates of the several departments, I doubt if that 
would save very much time when those estimates went back to the House. 
However, Mr. Diefenbaker and Mr. Stewart between them, it seems to me, 
have suggested a very practical way of dealing with this matter; and I also 
have in mind the proposal which was before the committee, I think about 
two years ago, although we did not actually get down to the business of 
investigating estimates. It seems to me that we have material here for the 
steering committee; that they might consider this matter and bring a recom- 
mendation back to the main committee as to what they think should be done. 


Mr. Laneuots: Mr, Chairman, I feel that the suggestions which have been 
made this morning are very useful, but I think there is a difference between 
the suggestion made by Mr. Wright and that made by Mr. Diefenbaker and 
Mr. Stewart. What Mr. Wright was talking about was that there should 
be some kind of an automatic procedure by which the operations of Crown 
companies would come before this committee rather than continue the practice 
as it is at present of having a private member make a request for such a 
company or corporation to appear before this committee. The suggestion 
by Mr. Stewart and Mr. Diefenbaker, as I understand, is that the committee 
should call respective departments before it, and that the estimates and 
operations of these departments should be examined in complete detail. I 
think some procedure of that kind would be desirable. 


Mr. Wrieut: I think you are right. What I had in mind more particularly 
was Crown corporations. 


Mr. Drimrenpaker: My suggestion related more particularly to the 
departments. 
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The CHatRMAN: Well, gentlemen, it seems to me that that would be a matter _ 
to be ironed out by the steering committee. They are the ones who should _ 
consider whether one department will be called or another. Of course, the — 
steering committee is always open to suggestions from all members of the 
committee as they are the ones to decide finally who is going to appear before — 
the main committee. My thought there is that it might be open to any member _ 
of the committee to contact the steering committee and ask that such and such _ 
a department or that so and so be called before the main committee. I appreciate 
the point that. has been made, that when a member requests that a certain Crown 
corporation or department be called before the committee that it suggests that 
there is something wrong, but where that is left with the steering committee I~ 
think any suggestion of reflection is avoided. 


Mr. Stewart: On the other hand, there have been examinations of depart- 
ments before this committee. I think the members would be agreeable to the — 
suggestion you have made. If anyone wanted to have the affairs of a certain ~ 
department investigated he could make that request through the steering | 
committee. But, with regard to this suggestion of subcommittees, it would be - 
my thought, Mr. Chairman, that we might have a subcommittee, let us say, — 
dealing with agriculture, which would take up all matters pertaining to that 
department; the subcommittee on labour would deal with everything from 
the Department of Labour; the subcommittee on external affairs would deal 
with External Affairs. And I also think, Mr, Chairman, that this committee 
would have the right to discuss the affairs of Crown corporations. 


The CHAIRMAN: There are a number of valuable suggestions here which will 
be referred to the steering committee when we get to that point. They may have _ 
to be dealt with separately because they relate to two different subjects. 

Mr. MacDonne.tu: May I ask you this, Mr. Chairman? ‘What has been 
the practice with regard to the Canadian National Railways; is it not always the 
accounts for the current year that go before that. committee? 

The CHAIRMAN: Yes. ( 

Mr. Fiemrina: Their annual statement is submitted, it is laid on the table of 
the House and then referred to the Sessional Committee on Railways and Ship- 
ping; but that is for the calendar year whereas on most of these accounts we are 
working on the fiscal year, the old fiscal year, and that is why they do not get to 
us for months. j 

The CHairMAN: I think that we might now ask Mr. Sellar ifv-he has any com- 
ments to make in his capacity as auditor general with respect to what we have 
been discussing before the committee now, which I take it covers the items from 
1 to 9 in his submission. 

Mr. Isnor: Before you do that, Mr. Chairman, I would like to ask Mr. Sellar _ 
if he would be good enough to refer to page 5 of his submission where he makes 
this reference: 

In 1946, the Select Committee on Procedure (third report) recom- 
mended that a single select committee, to be called the Public Expenditure 
Committee, combine the functions of the Public Accounts and Estimates 
committees. Effect has not yet been given to this recommendation. 
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I wonder if he could tell us if that committee has ever been set up or approved? i 

The Wirness: The answer to your question is no. I do not think it has  — 
been set up yet. But, Mr. Chairman, may I thank you for giving me the oppor- 
tunity to say something because I do want to clear up that one point. In regard 
to this whole matter may I say this, that it is not my place to say to the House 
of Commons how it can do things, how it shall organize its business. Now, with 
regard to this memorandum, as I told you yesterday, it had its origin in a request 
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( from the Senate that I supply them with certain information. Please do not 


think for a moment that I am trying to tell you that you should organize that. 
committee. That is higher than my level. I am merely trying to indicate to 
you what the position is. What I am recommending in this memorandum is the 
form of estimate information to be supplied to a House of Commons committee, 
and ways in which I think the present practice could be improved upon. It is 
essentially an improvement feature. I hope you will not think for a moment that 
I am trying to tell you that you do not. know how to do your business, or that you 
should have an estimates committee. 

Now, with respect to Crown companies to which reference has been made, Mr. 
Macdonnell, or it may have been Mr. Fleming, referred to the fact that the 
balance sheet would not be available for submission to this committee at the 
time it would want to sit. Well, Mr. Chairman, that is not entirely true with 
respect to some of the Crown companies. For example, take the National 
Harbours Board which I assume you would rate as a Crown company; their fiscal 
year ends on December 31st and their accounts have all been audited and their 
reports have, I believe been laid on the table of the House—I am not sure whether 
or not the National Harbours Board printed accounts have been laid on the table 
in the House but I believe they have been in manuscript form—so that if you 
were looking at the National Harbours Board accounts you would have them up 
to December 31st of last year. The same thing would apply to other corporations 
whose fiscal year ends with the end of the calendar year, and there are many of 
them. With regard to any of them operating on the calendar year, whose fiscal 
year ends December 31st, they would be available for submission before this com- 
mittee by March. And I may tell you this, further, that I have had close contact 
with the directors and managers of a good many of these Crown companies or 
corporations, and I know that they would like to have an opportunity once in a 
while of coming before a committee of this kind. 


Mr. DigFENBAKER: Do you audit the accounts of the Canadian Wheat Board? 


The Witness: No sir, I do not audit the Canadian Wheat Board. These 
Crown companies feel that they have a good story to tell and that they would 
like to tell that story. Furthermore, they feel that there is some suspicion as to 
the way Crown corporations are operated and they would like to clear themselves 
of that, to tell their little problems and to tell of their successes, and usually they 
feel that it would be healthier to have their story told in public. Now, I do not 
want to name any particular one of them as having said that to me, but collec- 
tively you can take it that that is the view of those companies which I audit, and 
I audit about sixteen of them. So that I do not think you would have any trouble 
with any of them coming here. 

- Mr. Macponneui: What Crown companies do you audit, by the way? 

The Witness: Well, Mr. Macdonnell, if you will refer to page 8, you will 
see a list of them there. -They include: Atomic Energy Control Board, Canadian 
Arsenals Limited, Canadian Broadcasting Corporation, Canadian Commercial 
Corporation, Canadian Overseas Telecommunications Corporation, Canadian 
Patents and Development Limited, Canadian Sugar Stabilization Corporation 
Limited, Commodity Prices Stabilization Corporation Limited, Crown Assets 
Disposal Corporation, Eastern Rockies Forest Conservation Board, Eldorado 
Mining and Refining (1944) Limited, Export Credits Insurance Corporation, 
Federal District Commission, Fraser Valley Dyking Board, National Battlefields 
Commission, National Harbours Board, Northern Transportation Company 
(1947) Limited, Northwest Territories Power Commission, Park Steamship 
Company Limited, and Polymer Corporation Limited. Those are the ones I 
audit. | 

Mr. Stewart: You audit the Canadian National Railways? 


The Witness: No, sir. 


cy ‘ft i i " : AL Rate a ae 
68 STANDING COMMITTEE 


Mr. Stewart: Who handles that? Could your staft handle it? ; 
The Witness: I have sufficient confidence in my staff to say that we can 
tackle anything that is going. To answer your question, Mr. Stewart, parliament 
appoints the auditors for the C.N.R. I have no information as to how the — 
auditors operate, but I am quite satisfied that we could handle it if we were 
asked to. eh 
Mr. Stewart: Do they depend entirely on the outside audit with respect to _ 
the C.N.R., or do they depend to some extent on your investigations? 4 

The Winwkes! No, sir. 

Mr. Stewart: Or do they have an internal audit staff on the C.N.R. on 4 

The Witness: They may depend on the internal audit of the railway. 

Mr. Fuemine: Could you give us a statement the other way; those govern- 
ment emanations, agency or corporations which you do not. audit? 

The Witnxss: My list may not be complete; from memory, there is the Farm _— 
Loan Board— : 

Mr. STEWART: You could also staff the auditing of these other various 
corporations? 

The Witness: Yes—I would have to verify that list, I haven’t got it in my 
head. There is the Central Mortgage and Housing Corporation, the Canadian 
National Railways, the T.C.A., the Wheat Board and the Bank of Canada. 

Mr. Brownz: What Eholt National Research? 

The Witness: We do the National Research; that is not a Crown corporation. 

Mr. Dirrenpaker: Could you give us an answer as to why you do not audit 
the Canadian Wheat Board? 

The Witness: An act was passed in 1935 which Hiteceen that the audit aout 
be done by a firm of chartered accountants to be named by order in council. 
That automatically took it off my hands and we have nothing to do with it. 4 

Mr. Stewart: So far as these Crown companies are concerned I want to ask 
you this—you may not care to express an opinion on it and if not that does not 
make any difference—do you think your department could audit the books of 
these companies and corporations or organizations-as economically as it could 
be done by outside auditors? 

The Wirness: First of all I would have to know what they charged, and — 
I would also have to make some study of the work. I would imagine that our 
salary rates in the Civil Service are lower than the rates for senior salaries in the 
offices of chartered accountants. : 

Mr. Stewart: The reason I asked you that question was that it was said in 
the House of Commons that it was cheaper in the long run to have that work done 
by outside firms. 

The Witness: Well, I have not finished my statement, sir; but it could be, 
if the accounts were scattered and a chartered ‘accounting firm: had a branch in 
a place where I did not have people, that it would be more expensive for me to ~ 
do it than them to doit. That is what I had in mind when I said I would have | 
to study the whole question before I would be in a position to say which would 
be the cheaper system. I think in some cases they could meet my price and I 
think I could meet theirs in other cases. 

Mr. Lanetots: But if you took over that work you would need a larger staff? 

The Witness: Yes, I would need more staff. : 

Mr. Fiemine: But I take it that your answer applies to all these other 
corporations that are being audited by outside firms, you. are prepared to take ‘ 
it on? 

The Witness: I do what parliament tells me to do. That | is what am here — 
for, to carry out your orders. If you told me I was to do it by Act of Parliament, 
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. ; that I was to audit certain companies, then it is merely a matter of organizing my 
_ Office and taking on staff with which to do the work. 


RB Mr. Fiemine: I take your answer to include the C.N.R., and that it would 
apply to all these other corporations as well? 


The Witness: Yes, it would apply to all. 


Mr. Stewart: Can you tell us what percentage of your staff are chartered 
accountants. . 
i The Witness: At the present time I have, I think it is about fifteen chartered 
accountants on my staff, roughly 10 per cent of the staff. I now have a staff 
of about one hundred and seventy and twenty of those are routine clerks. I try 
to keep about 10 per cent chartered accountants on my staff but at the moment 
I am a little below that. 

Mr. Stewart: What about salaries? 


The Witness: My top salary, I refer to my assistant, is $8,000 a year. 
The next chartered accountant’s salary is that of supervisor and his minimum 
salary is $5,700 a year. 

Mr. DierenBAKER: What is his name? 

The WitngEss: Hopkinson. 

Mr. Browne: Is that the amount shown here? 


The Witness: I thought that was coming. The amount I have down here 
for salary for the present year is $8,000, but when you go back to the details 
of the estimates there you will see that it was only $7,500. The reason is this, 
that the ‘Civil Service Commission within the last ten days has revised his 
salary up to $8,000. I thought I would set out the right amount in the 
memorandum. 

Now, coming back to the question asked by Mr. Isnor about the English 
system and the way in which they were combining the two committees. To begin 
with, the Public Accounts committee in England is a very efficient body, it has 
a long history, it has the Comptroller and Auditor General and it also has at its 
disposal the services of treasury officers. Now, as to the estimates committee; 
the Public Accounts Committee only dealt with past expenditures and they 
wanted to be able to go into the accounts for the current year so they created 
their Estimates Committee. That was the origin of it. The Estimates Committee 
over there has had a difficult career because it had no technical assistance, with the 
result that it floundered and got information as well as it could, and therefore 
as a committee it did not make any very great name. Some years ago they 
appointed a treasury officer to assist that committee andi he is still attached to it. 
Now, in that new way, instead of limiting discussions in the Public Accounts 
committee to matters pertaining to the past they hope to be able through the 
new committee to discuss future activities as well as operations and. expenditures; 
that is the reason why the suggestion was made that those two committees 
should be consolidated into one. 


Mr. Macponneutu: Can you give us a little explanation as to how the 
Estimates Committee works over there? 


The Witness: No sir. I think the original plan was that they would take a 
certain number of departments each year and would use their estimates as a basis 
for their discussions and they would make a report on those estimates after 
the estimates had been considered in the House—not before, but after; and 
that was because of the fear that they would encroach on the responsibility of 
the ministry. The provision was that their recommendations would be given 
effect to in the next year, and if they were not given effect to the department 
concerned had to file with that committee their explanation and reasons. They 
have gotten away from that and they now consider the current estimates and 
put their report in while the estimates are still before the House for consideration. 
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They have the power to report from time to time, that is to make interim reports — 
to the House. You see, they have a different procedure over there: the House 
may have the same estimates before it and may deal with those estimates and 
approve them even while the committee is still studying them. | 

Mr. Fremine: Does this committee have the services of technical assis- 
tants? 


The Wirness: Just the one from treasury. 


Mr. Fieminc: The Estimates committee has the same saaeietanee as the 
Public Accounts committee? 


The Witness: No, just the one fron the treasury office; and the reason 
for that is first of all that their duty used to deal with expenditur es, not proposals 
of expenditures. I refer there to the Public Accounts committee. When you 
get to the other side of it, the work of the Estimates Committee, they are 
studying treasury items and they will have the assistance of one man from 
treasury. | 

Mr. Dierenpaker: Did I understand you to say that the Estimates com- 
mittee kept on with its work. after the estimates had been approved by the — 
House, that that used to be the practice, and that now they deal with the — 7 
estimates as they are being considered in the House and that they make reports 
from time to time and report to the House while the estimates are still before 
it? Is that the correct picture? | 

The Witness: No. The first intention was—it may have been set out in ~ 
the resolution and if it wasn’t set out it was understood—that the Estimates _ 
committee would not report until the estimates had been approved by the House. 
‘That was the first principle, that the report would not go in until after the — 
estimates had been passed. Then they said: you can make your reports any ~ 
time. Their reports actually take the form of observation from the estimates. 
Now then, the particular problem of the Estimates committee is this. In England 
the practice is to set aside certain days ‘for the consideration of reports on 
public accounts, but no particular days were set aside for considering the reports 
of the Estimates committee, and I think the members perhaps felt that they 
were working hard and were not getting any results for their work, that the 
House ignored them. I think that is the essential human element in the situa- 
tion. I think, Mr. Isnor, those are the reasons why they did it that way.. 


Mr. Isnor: Thanks very much. 


The CHAIRMAN: Would you have any comments to make on the suggestions 
which have been made by Mr. Diefenbaker, Mr. Stewart and Mr. Wright? 


The Witness: Well, the trouble there, sir, is that I would be stepping out 
of my office. It has been a most interesting discussion to listen to, about this 
Estimates committee and so on; but the only thing I can say with respect to 
the suggestions about which we ‘have heard is this, that if you wanted to look 
into the affairs of a department you would have to bear in mind that there are 
some big departments which might take a long time and some little depart- 
ments that might take only a very short time; but I take it for granted that 
when Mr. Diefenbaker was speaking about departments he had in mind the 
larger departments rather than a little department like the one I direct. So far 
as the departments go, I think I can say for them that they would welcome any 
investigations this committee would like to undertake; but as I pointed out 
yesterday, sir, to my way of thinking, the big danger in an estimates committee 
is that you would get into a position where civil servants might feel that they 
could lobby with the committee. 

Mr. Larson: The estimates committee really would be the committee in 
charge of spending money, but if the money is spent then parliament has the 
right through this committee to go into the operations of a department or Crown 
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company and bring to light any irregularities; but I do not see how any com- 

_ mittee like this can consider matters of governmental policy in the same way 
that that can be discussed when the estimates are up for consideration in the 

House. | 

‘The CuHatrMANn: Perhaps I might make this observation, gentlemen. The 
fact that estimates might be referred to us as an estimates committee would not 
in any way interfere with the full and careful consideration of those same 
estimates in the House. Notwithstanding the fact that they were referred to us 
for consideration they could still be considered in the House, they might even be 
considered in the House concurrently; and that would not detract in any way 
from the rights of members for a full and frank discussion of the-items on the 
floor of the House. 

Mr. Larson: As a matter of fact, estimates do not matter anyway, they 
merely indicate what the government proposes to spend for the current or coming 

year, and they ask authority to make those expenditures. 

The CHAIRMAN: Yes, we have the responsibility of approving of them. 

Mr. Fiemine: Parliament itself votes the appropriation. 

The CHAIRMAN: Yes, and if it is not voted by parliament the government 
cannot spend the money. 

Mr, DieFENBAKER: One point which interests me is this, that in the United 
Kingdom the Estimates committee does not report until the estimates have been 
passed by parliament, as I understand it. 

Me The Wirnuss: That was the practice originally, but as to what the practice 
is today I would not be in a position to say yes or no because I am not sure of 
my ground. 

Mr. DierenBAKER: But you understand it has been changed? 

The Witness: My understanding is that it has been changed, and that 
they now submit interim reports, but I cannot state that as a fact, sir. 

Mr. Larson: But, Mr. Sellar, due to the fact that in England the estimates 
are considered concurrently by the House and by the committee do you not 
think that there is a danger that there would be a lack of interest in one place 
or the other? Also, there is surely a duplication of work there, and that would 

create a lack of interest either in the House or in the committee. I am afraid 

of that. Don’t you think so? 
The Witness: Well, sir, you have to bear in mind there that the practice 
in England is quite different from what it is in this country; they have a dif- 
ferent system from ours. The practice in England is to set aside twenty days 
fora consideration of a selected item from’ the estimates, and the debate centres 
around the particular item which is called. The usual form it takes is a motion 
that the salary of the minister be reduced to £1. That is the formal motion 
- and the debate deals with the policy of the department. Then, at the con- 
clusion of the debate, either the motion. is withdrawn or it is voted down; and 
then as the end of the twenty-one days or twenty-two days, whatever it is, 
every item in the estimates is automatically passed without further discussion. 
So you will see that our system is different. I am not suggesting for a moment 
that their system is better than ours. I merely use that example to show 
you that their approach to the subject is quite decidedly different from ours. 

Mr. Larson: I am not suggesting for a moment that we should follow 
their practice, but I do think that we should get away from what is obviously 
a considerable amount of duplication over there because I think there would 
be the danger of lack of interest if we were to be asked to follow their procedure 
to the letter. 

The Witness: One year the motion on the estimates related to a works 
vote, and it related to the matter of government policy with respect to the 
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use of certain buildings, and the whole debate centred around that one item. Fe 


Now, the Estimates committee was the committee which had explored the — 


whole thing, they had made a study of every item of works involved in that e 
vote; but, as I recall it, the findings of that committee were not taken into 
consideration by the House. The House never delegates its responsibility on _ Ht 
questions of a high policy. ie 

Mr. Srewart: Does not that rather suggest that parliament should deal A 
with questions of policy and that a committee such as is proposed should examine 
into details. I may say that, personally, I do not see any necessity for the 
House going into all matters of detail. 

The CHAIRMAN: Mr. Sellar, have you any suggestions to make as to what 
has been said on this matter? 

The Witness: No, sir. 

The CHamrMAN: Well then, I would suggest that we proceed to a con- 
sideration of paragraph 10, which is the first of the suggestions submitted 
by Mr. Sellar. It will be put into the record at this point. 

Mr. Stewart: I think paragraph 10 and paragraph 11 work in pretty 
closely together, and it would be my suggestion that they both go into the 
record at the same time. 

The CuairmMan: All right, we will consider them together. 


hy 


10. Texts of Items: For such reasons, it is suggested that a first step is 
to require that texts of votes be more explicit than they now are, because: 


The supplies are granted to the Crown for the public service by 
the Legislature, but the expenditure is left to the discretion of the 
Executive, which decides on the propriety of every transaction requiring 
the payment of public moneys: and the only limitation imposed upon 
the Executive by the constitution is that the disposition of the moneys 
must be in accordance with the votes. The Executive is not bound 


to spend the moneys voted by the Legislative Assembly and granted by 


the Legislature, but every expenditure of such moneys must be made 
on its authority. The Legislative Assembly, which votes the supplies, 
has, it is true, a control over the expenditures, which is exercised through 
the committee on public accounts, but that control is restricted to 
enquiring if the moneys granted have been spent in accordance with 
the votes, and it does not encroach on the functions and authority of 


the Executive. (Wurtelle J., speaking for the Quebec Court of Appeal b 


in R. v. Waterous Engine Works (1894) Q.R. 3 Q.B. 223.) 


. Illustrations of ambiguous directions are: Vote 19 will grant $1,342,000 for 
the Live Stock and Poultry production services of the Department of Agriculture. 
Vote 28 grants $1,204,000 for the Department’s marketing service associated 
with Live Stock and Live Stock Products. Where is the dividing line Parliament 
intends being drawn between production and marketing? Or take these Veterans 
Affairs votes: ; 


oie sal TEALMENE SELVIGES Rosh La unui ne nan $34,389,177 
Daas ir OStHeLLC: SOT VICES ai18/ ei anal ata ueeenreminl ere aero 983,450 


Is the intent that, if and when Vote 532 is spent, no further patients may be 
accepted, or may they. become a charge to Vote 531? Actually, Vote 532 is 
to finance the manufacture of goods required by the hospital services, just as 


2A hehe: Wood. and: mo etary Pe ee care oe eerste em ears $ 704,450 


is not to purchase food and drugs, but to pay the salaries and expenses incurred 
in administering the Food and Drugs Act. 
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11. It is aera accepted that texts of Estimates’ items should satisfy 
four tests: 

(a) disclose clearly the principal objects and purposes to which the 
money will be applied; 

(6) control and regulate the charges to the vote; 

(c) result in an accounting of expenditures charged to the vote which 
clearly discloses to Parliament whether application has conformed 
to the text of the Estimate; and 

(d) be so phrased as to permit efficient application. 


Confusion and loss of control can result from having the same object of 


_ expenditure under different headings. For example, the following items provide 


for administration in the Department of Public Works: 


205, sdJeparsmental Administration 6.00.06 6.22) $ 350,605 
289. (Architectural) Branch Administration ..... 437,290 | 
3138. * (Engineering) Branch Administration ..... 302,889 
315. (Dredging) General Superintendence ....... 16,635 
$1:157,415 


They indicate, in a general way, the purpose, but they do not provide a control 
over charges because the word “administration” describes intent but does 
not prescribe boundaries. Parliament would exercise a continuing control and 
administrative application would be simplified were the four items made into 
a MER item reading: 


General administration of the Department of Public 
Works, provided charges not to exceed $987,980 for 
paylist charges, $80,000 for printing, stationery 
and photographic and office appliances and supplies, 
nor gow VOU On travel expenses oa id $1,157,415 


and thus bring about the following consequences: 


(a) save time by consolidating 4 votes into one; 
(6b) focus attention on the real items of proposed costs; 
(c) impose a ceiling on amounts which may be spent for such things 
as salaries; 
(d) permit elasticity in departmental use; and 
(e) reduce the risk of supplementaries being required. 
Mr. Fiemine: Has Mr. Sellar any comment he would like to make under 
these headings? 

The Wrrness: Well, sir, the important point there, I think, is that the estimates 
as they are now presented are a little confusing to you because they are broken 
down into too many items. The change to the present large number of items 
was made in 1938 and it was a material improvement over the previous practice, 
but since then the government business has grown until we have what you find 
in the book before you, the public accounts there. If you were to look at page 
A-21 (that is item A, Department of Agriculture) you will see that the vote 
I am now referring to, vote 19 (it had the same number that year)—and then if 
you turn to the top of page 22, that is the next page, you will see that this vote 
was provided for expenditures in connection with livestock and livestock products, 
as it relates to the production of livestock and poultry, under the livestock 
Products Marketing Act; and then, if you will turn to page A-30 you will see 
under vote No. 28—vote 27 rather—livestock and livestock products. You will 
see underneath it says that these votes are in connection with the administration 
of the livestock and Livestock Products Act as they relate to the marketing of 
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livestock and so on and so forth. I think en you have two services, or two 
votes for one service, that you should include all in one vote; then, when you — 
are studying that item, you would look in the Livestock and Livestock Products 
Act for your authority for the purpose of that vote. ‘That is the reason I use — 


these two items to illustrate, the point that I was making yesterday. As I said 
then, there are opportunities where you have two votes under one item as in this 
case, for transfers from one item to the other in a way which was not technically 
contemplated by parliament. 

Mr. Isnor: What would be your purpose there? 

The Witness: To combine the two items. 

Mr. Larson: Well, Mr. Sellar, who is responsible for drafting the wording? 


The Wirness: In England, sir, the Public Accounts committee and the | 


Estimates committee give direction as to the form of the estimates and the 
wording that 1s to be used in the subheadings. In Canada we have always 
regarded that as a matter to be decided by the executive, but I doubt if you will 
find any rule anywhere which sets out how it is to be done or who is to do it. 
The CHAIRMAN: Is it not the usual practice for the department to decide 
that? 
The Witness: No, the Treasury Board does that, sir. 


The CHairMAN: The department indicates what they want when He, draft 
their estimates and then the Treasury Board makes any changes? 


The Witness: Yes, the Treasury Board are the ones who make any changes, 
but the requests originate in the departments. 


Mr. Wricut: Do I understand that if we were to combine these two votes 
you would include the items for salaries in both items and also travelling expenses 
and the other things which appear listed there as expenditures covered by that 
particular vote? 


The Wirness: I would not go to extremes, of course. Now, Mr. Chairman, 
my reasoning is this, a big item of cost, both direct and indirect, is salaries. 
Parliament indicated in 1918 that no money was to be paid for salaries in excess 
of what parliament had appropriated for the purpose. Now, we have gotten 
away from that. I think a great deal is to be said in favour of parliamentary 


control of total amount, although I appreciate that you have to be reasonable _ : 


in fixing a limit for salaries in vote. 


Mr. Isnor: Some reference was made in your statement yesterday, Mr. Sellar, 
to the lapsing of votes which amounted to $186,000,000 last year. I was wonder- 
ing whether you could tell us what proportion of that represented salaries? 


The Wirness: I have no idea, but if you will refer to my report there you 


will see that with respect to the Department of Public Works it amounted to — 


something like $33,000,000; with respect to the Department of National Health 
and Welfare to something like $23,000,000; and the Department of Veterans 
Affairs to something like $35,000,000—that was one of the big ones—but I cannot 
tell you with regard to those items what proportion is represented by salaries. 
Now, with regard to what I am saying, you have to bear in mind always that 
I am speaking in terms of control by parliament, and by putting a consolidation 
into effect a lot of estimates money can be saved. That is what I have been 
thinking about. I am advancing a certain argument to you today in support of 
my views. The Deputy Minister of Finance might come here and give you 
quite different views, and may I suggest to the committee that it might be 
desirable at some convenient time to have him appear before you. But I am 
thinking in terms of parliamentary control. 


Mr. Lanetots: Well, Mr. Sellar, in connection with the high percentage of 
lapses, is not a lot of that due to climatic conditions? I know in my part of the 
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country it is very difficult for us to carry on building construction, for instance, 
_in the wintertime; it has to be done when weather conditions are favourable. It 


does not matter that the money is voted or when it is voted; it is not voted until 
April or May, and sometimes not until June; and then you cannot go ahead and 
start your work until sometime later, let us say in September; and so far as I 


_ know, there is no way in which construction work outside can be done in the 


wintertime, unless it happens to be in a city, such as Montreal. Would that not 
account for a high percentage of the lapses in respect to public works? 


The CHatrMan: May I ask you a question, Mr. Sellar? At the present time ~ 
we have a system of these votes, as you say, and your observation is that they 
are not worded correctly. What suggestions have you to make to the committee 
as to how that situation could be improved? 


The Wirness: My reply to that will be found in paragraphs 13, 14, 15 and 
16. 

The CuatrMAN: Well, gentlemen, I see I am ahead of myself. I had better 
wait until we ‘have disposed of the discussion under paragraphs 10 and 11 which 
are now before us. Has anyone any further questions on sections 10 and 11? 


Mr. Laneuots: Mr. Sellar, I notice that the largest lapse you show is in the 
Department of Veterans Affairs. Would not the remarks I made with respect to 
Public Works apply there also? 


The Wirness: Yesterday, as some of you will recall, I stated that this 
$186,000,000 was exceptional, that you had to bear in mind that I am referring 
mainly to transactions in the year 1948, a period when supplies were tight and 
it was generally the policy of the government to forego any construction work 
whatsoever that could be avoided, and there was a very large amount of 
lapsing for that reason. 


Mr. Wricut: As far as prices are concerned in their relation to the work 
of the Department of Veterans Affairs, more particularly under the Veterans 
Land Act, I know of cases where the land available at the price was not suitable, 
and where the land could not be obtained at the price intended for it with the 
result that a great deal of that appropriation was not used. I think that accounts 
for a considerable amount of the lapsing shown in the Department of Veterans 
Affairs which, as you said, amounts to $35,000,000. : 


By Mr. MacDonnell: 
IT would like to ask for a little further information about the situation 


disclosed at the bottom of page 6, the four items there which total $1,157,415. 


Now, the auditor general, in his last paragraph there, makes some observations 
regarding that, but I would like to have a little further enlightenment on it. He 
says there that the administrative application would be simplified if the four 
items were made into a single item, and he indicates. the phraseology he would 
use. What is the reason for that position? 

The Wirness: In 1938, sir, an effort was made to try to divide the principal 
branches of departments into votes so that when you would have the costs 
of those branches before you you would know what they were. Now, in these 
four votes, the staff concerned are all working in the Hunter Building; they are 
all on purely administrative work, and it seems to me that a general administra- 
tion item would cover these four in one; that their salaries would all be charged 
to one vote although they might be seconded to the deputy minister’s office or to 
the chief of the chief architect, or the chief engineer—they might be moved back 
and forth. 

Q. Do they attempt to keep a cost system?—A. No, sir, there is no attempt 
at a cost system. 
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By Mr. Major: 


Q. Do you think that having this separated atone of in one would cause . 


confusion in the audit?—-A. No. The department happens to be in sympathy 


with my suggestions relating to this. The trouble about it is this: let us say _ 


that the architectural branch needs to hire five architects to go ahead with the 
construction of a certain big building but they have not money left in their 


vote. As they have not made provision for those five architects, therefore, they 


have to go to parliament for a supplementary estimate, although at the same 
time the engineering branch may have idle funds in their vote by reason of a 
reduction of work. Nevertheless those funds cannot be used to pay the cost of 
these five architects. Therefore. parliament is asked to appropriate the extra 
money to pay for these fellows, while the other money lapses. 


By Mr. Macdonnell: 

Q. Is that by reason of this division?—A. Yes sir. There is no virement 
permitted between votes. 

Q. That would seem to be a very arbitrary and unreal thing?—A. In their 
view it should be consolidated and you would have the real picture. 

Q. Is this due to the attempt made in 1938, as you say, to break the votes 
up into further detail?—A. Up to 1938 the practice was to vote the salaries 
at Ottawa by departmental units. In 1840 the Civil List was established, and all 
salaries for employees at the capital were voted under an item which was called 
Civil Government, and there was a. civil government vote for each department. 
But the view of the government was that this probably did not disclose to the 
House of Commons what the departments were doing and therefore in 19388 


they abolished the Civil Government name altogether and directed the money ~ 


under salaries of the various departments, and then further divided it into 
branches. 

I just happened to use Public Works, but if you will look at Agriculture 
you will find the same sort of votes where officers are on the same sort of admini- 
stration work at headquarters. 

Q. It must be very confusing to you as well as to us?—A. It does cause 
some confusion in handling the accounts. 


By Mr. Langlois: 
Q. I was looking at vote No. 15 for general dredging. In my riding there 
is a lot of dredging which has to be done. I would suppose there would be a 
specific fund in the department of Public Works to do that dredging in connec- 
tion, let us say, with a fishing harbour, if that harbour became filled by sand 


caused by a storm. I wondered if the department would have enough in the fund a 


to pay a few hundred dollars for dredging, or would it have to postpone the 
work and come to parliament and ask for a few hundred dollars to carry out 
that work?—A. No. This is purely for headquarters administration. There 


are dredging votes by provinces in the estimates, And if you had a dredging 


job to be done, the wages of the inspector would be charged to that particular 
job. 


part of the construction cost. 


By the Charman: 


Q. What you are saying is that administrative rates of most departments, such 


as Agriculture and this one for their head office staff here in Ottawa are split 


by branches. Have you any comments to make on these items of the estimates? 


—A. Agricultural administration has about 29 items, i think. 
Q. For administration only. 


@. You mean they are included?—A. Yes, they are included. That is ise 
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Q. Is it shown in the estimates?—-A. They are shown under production, 


_ marketing, and research. 


Q. But they are actually administration, though?—A. Yes. 


By Mr. Macdonnell: : 
Q. Rounding out what Mr. Langlois has said: one does not want to make 


_ money available too freely, certainly; but take the case he mentioned of some 


sudden emergency arising in the matter of dredging or any other public work. 


Is there any leeway of any kind? I got the impression yesterday that there 


would be a certain amount of leeway? I mean, if some sudden emergency should 


arise, or must it be left over until the next year?—A. No sir. And if you look 


at the public works votes you will find that for each province, and in some cases 
for combined provinces, there are specific sums set out in detail, for example, as 
harbour improvements and dredging throughout the provinces of Canada. And 
at the end there is shown a general item ranging from, I think, $150,000 up to 
several hundred thousands by provinces, depending upon the size of them for 
miscellaneous dredging to be done. | 

But if what Mr, Langlois spoke about happened in the month of November, 
and a violent storm destroyed a wharf, or brought about damage to a harbour. 
Parliament is not sitting and there is no money available in the vote, the vote 
is exhausted, but there is a procedure which would provide for the work through 
what is known as a Governor-General’s warrant. 


Mr. Lancuots: But it is very seldom used. 


By Mr. Browne: 


Q. I suppose the Fraser Valley case would be an example?—A. We have 
had: occasion, for example, in the case of a storm in Nova Scotia, when a lot of 
harbours were put in such a bad condition that the fishermen could not use them 
that the work just had to be done. 


By Mr. Wright: 

Q. I take it that Mr. Sellar’s difficulty is that the department is divided 
into three or four administrative heads. In the course of the year they would 
go ahead and do the work necessary to be done in the department. But when 
the matter comes to your department for auditing you find it very difficult to 
find the legal reason to get them over some of the money which they have spent 
for administration?—A. No, we have no trouble over that. We cannot identify 
and we do not try to identify whether a man has worked for 365 days, let us 


_ say, in the architect’s branch or whether he has worked with the department 


generally. I simply look to see if that man was legally appointed by certificate 
or by the Civil Service Commission, and I look to see if there is money in the 
departmental vote to pay his salary. 

The departments prepare their pay lists and those pay lists are passed upon 


_by the Comptroller of the Treasury. If he is a temporary employee, his appoint- 
- ment has to be approved by the Treasury Board. There is adequate control 


| | over that. But the trouble is that we have four accounts when one account 


a= 


would do, and it would be much better if we just had the one account. That 
is my view. 

There is reasonable control, but you are not sure you can say that a man 
has been working in the architect’s office or whetlter he has been in the engineer's 


‘office or some other office. 


Q. It is impossible for you to get that check and therefore you audit a 
statement when you are not sure whether that statement is actually correct or 
not.—A. We look to see if he is legally employed by the department of Public 
Works. 
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By the Chairman: 


Q. If we are through on sections 10 and 11, can-we s go on now to Section: 12 re 
“The Number of Items’? Are there any questions on section 12, or does Mr, 4 
Sellar want to comment on sections 12 and 13? 3 


12. The Number of Items: There is an ancillary reason for this proposal. ~ 
Everyone has read from time to time in the press that the House of Commons — 
voted Supply as quickly as the Chairman could call items. Those familiar with — 
Parliament understand the situation, but the general public does not, and it may — 
be that the prestige of Parliament suffers. The Main Estimates now before — 


Parliament consist of 564 items—a much larger number than is the practice 
throughout the Commonwealth. They will appropriate $1,403,022,068. For such ~ 
reasons, attention is drawn to the distribution: 4 
No. Total Amount rf 
Items TAL) NDOT OL Clad sneaks teay Chase te gathers erates ae Mile 19 $ 15,081 % 
from S200 INGO S10 000 NE Leo ee ak ane 42 285,497 7 
NEP OM ig 8 LOLOO 1 iO SB0,000 (hs uGtocemeints 74 2,118,574 . 
“from SOOO tor b290, 000 ii Sa er sea 152 19,648,007 | 
& from |-)$250:001 +6 /$1-000;000)9 Snes Basic. 135 72,251,419 
©. frdm $1,000,001 to $5,000,000 ... 1... 60... 106 253,000,755 “4 
AE eR DOPOD OO. wares ae Matt ames, wien pate Sew RA. 36 | 1,055,702,735 : 8 
564 $ 1,403,022,068 


From the foregoing it will be noted that approximately 50% of the total — 
number of votes represents less than 2% of the total to be granted by the 
Appropriation Act. <A consolidation would facilitate debate without lessening 
fiscal control. 


13. Printed “Details” of Estimates: Details printed in the Estimates have — 
no legal significance because the legal sub-dividing of votes is effected by 
applying section 26(2) of the Consolidated Revenue and Audit Act, 1931: 

The deputy head or other officer charged with the administration — 
of a grant authorized by Parliament shall prepare and submit to the ~ 
Comptroller in such form and at such time as the Treasury Board directs — 
a classification of the expenditures provided for under such grant and 
such classification when so established shall not be varied or Baie ; 
except with the approval of the Treasury Board. 


The “Details” now printed at the back of the Estimates’ book may be evaluated 

by a single test: value to Members of Parliament. In Durell’s “Parliamentary — 

Grants” is to be found: 
If, as is the case, Parliament grants to the Crown a certain sum for a 
certain service In a given year, without any more definite appropriation 
in the terms of the grant, 1t is legally competent to the executive to 
expend that sum at discretion in the year upon that service. That is 
to say, since the parliamentary enactment deals with the vote only, the — 
government is not legally bound to adhere to the details submitted to 
Parliament, provided the expenditure is restricted to ‘the four corners of 
the vote’. Morally, however, the Government must adhere to those — 
details as far as is consistent with the interests of the public service, — 
since its good faith is pledged by the details given to Parliament, and 
the Comptroller and Auditor General would correctly bring divergencies 
to notice. (p. 296) 


My opinion is that the present “Details” are of little utility in achieving —— 
the purpose of the last sentence. Instead of an accounting classification of posi- _ 
tions and certain categories of expenses, the Details should give, in narrative 
form, a bird’s-eye view of the operations of the service to be financed out of 
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the vote. To illustrate, the Audit Office vote will be used because of my 


- familiarity with it. Instead of the statistical “Details” now printed on page 
_ 99, I would substitute a text along the following lines: 
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Salaries and Expenses of the Audit Office 


Appropriation 1948-49 $533,293 Expenditures $517,592 
Appropriation 1949-50 550,081 Expenditures to Dec. 31,1949 417,511 
Estimate for 1950-51 578,762 


Activities: The statutory duties with respect to the accounts of 
Canada are set out in Part V of the Consolidated Revenue and Audit 
Act, 1931. 

The audit of accounts of the Foreign Exchange Control Board and 
of the Custodian of Enemy Property will be performed as a cost to this 
vote. 

The Auditor General is the auditor of: Atomic Energy Control 
Board, Canadian Arsenals Limited, Canadian Broadcasting Corpora- 
tion, Canadian Overseas Telecommunications Corporation, Canadian 
Patents and Development Limited, Canadian Sugar Stabilization Cor- 
poration Limited, Commodity Prices Stabilization Corporation Limited, 
Crown Assets Disposal Corporation, Eastern Rockies Forest Conservation 
Board, Eldorado Mining and Refining (1944) Limited, Export Credits 
Insurance Corporation, Federal District Commission, Fraser Valley 
Dyking Board, National Battlefields Commission, National Harbours 
Board, Northern Transportation Company (1947) Limited, Northwest 
Territories Power Commission, Park Steamship Company Limited, and 
Polymer Corporation Limited. It is not the practice to charge corporate 
bodies of the Crown for audit services, therefore expense incurred in 
performing these audits will be a cost to this vote. 

The Audit Office performs, for the benefit of the auditors of the 
Bank of Canada, certain audit services in connection with the Public 
Debt Services. The cost incurred will be a charge to this vote, but the 
amount recovered from the Bank of Canada (estimated at $8,500) will 
be deposited to Revenue. 

By resolution of the General Assembly of the United Nations, the 
Auditor General of Canada is a member of the United Nations Board of 
Auditors until June 30, 1953. Practice is that examinations of certain 
accounts are made by Audit Office staff, the United Nations reimbursing 
the full cost (including salaries). Out-of-pocket disbursements for travel, 
etc., will be refunded to the vote, but reimbursements for salaries will 
be credited to Revenue. No extra staff are or will be employed because 


of this special work. 


The corporate accounts of the R.C.A.F. Benevolent Fund are annually 
certified by the Auditor General. This body is wholly independent of 
the Government and the R.C.A.F., but no charge is made for the audit 
service because of the purpose of the corporation. 

No new undertaking of monetary significance is being provided for 
in the Estimate. 


Salaries: All salaries, other than the $15,000 salary of the Auditor 
General (which is a statutory charge, sec. 39 of the Consolidated Revenue 
and Audit Act, 1931) will be charged to this vote. All appointments are 
made under the authority of the Civil Service Act. The senior appoint- 
ment by the Civil Service Commission is that of Assistant Auditor Gen- 
eral, who will receive $8,000. Provision is made for 176 positions; as 
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of the date of submission, staff was composed of 128 permanents and 


42 temporaries. For 1949- 50, salary and wages cost may total $496,000; 
for 1950-51 the amount requested is $523,018. The added sum is to. 


provide for normal] statutory increases ($6, 500). and $21,000 for additions - : 


to the staff establishment. 
Travelling Expenses: It is estimated that $35,000 will be required 


The office has sub-offices in Montreal, Regina and Vancouver, bute 
examinations are necessary at other places, particularly with respect to 


accounts of corporate instrumentalities, Post Office, National Defence, 
National Revenue, and Uneniployment Insurance Commission. 


Printing, Stationery and Office Equipment: It is estimated that 


these costs may total $18,194. Of that amount, $13,000 will be spent for — 
film, etc., in connection with the work of maintaining a permanent 


record of categories of redeemed Receiver-General cheques. By section 
28 of the Consolidated Revenue and Audit Act, 1931, the Deputy Min- 


Se ee es ma Ei 


ister of Finance transfers, from time to time, redeemed cheques to the — 


Audit Office for safekeeping. The same section permits Treasury Board — 
to make regulations for ultimate destruction. Over 20 million cheques — 


may be received in the year and perhaps 15 per cent of these may be 


filmed in accordance with the provisions of section. 29A, which was — 


added to the Canada Evidence Act by c.19, Statutes 1942-43. 


A. 12, sir, I think includes too many items, and when I say there are too many — 
items, I mean from the standpoint of accounting. We know you cam get your — 
control with a fewer number of items. Therefore the question is purely a matter _ 


of taking up the time of the House of Commons by using all of these items. 
One often reads items in the newspaper to the effect that when the House 


votes supply the chairman calls the items and no consideration is given to them, © 
and why do we send members to parliament, to Ottawa, if that is the way the - 
items are put through? But we in Ottawa and the members of parliament know — 
that those items have been scrutinized and that they have been passed upon 
either in other discussions or in committee. Yet the public does not know that. 
So I think we should reduce the number of items. But that is purely a suggestion © 


and you need not form any final opinion upon it because it would be up to whoever 


is responsible for forming the estimates as to how many items they think are — 


necessary. 


It is listed here that 50 per cent of your votes appropriate 2 per cent of 4 


your total. 


Mr. Browne: Could Mr. Sellar give us an example by using agriculture to — 


show how it could be done? 


By Mr. Browne: 


Q. Can you tell us how you would apply this principle in the case of | 


agriculture?—A. This is going to be a snap opinion, Mr. Chairman, because I 
have not studied it in detail. But I do not see any reason why votes 1, 2 and 3 


could not be combined into one. And I do not see why votes 5 to 12 could not. 


Q. In that case what would you call 1, 2, and 3?—-A. Administration. 
Q. Just general administration?—A. Yes. 


@. Yes?—A. I do not see why votes 13, 14 and 15 could not be combined — 
into 1, and my belief is that vote 16 could be included in the first vote up above, — 


and shown in that way, I mean thrown in with my first group up above. 
@. You mean votes 1, 2, and 3?—A. Yes. And 17 and 18 I would make 
a vote by itself. It is the administration of the Health of Animals Act. 


Q. Yes—A. 19, 20 and 23, 24 and 25 I would make into one. And I would 


also include in that vote 28. I would leave “grants” separate items, such as 
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"have to study in greater detail those which are listed under “special”. However, 
that is generally my idea of how I would do it. I would reduce them downwards. 
» .  Q. What would you call them between votes 5 and 12? Science Service? 
» —A. I would put them all into one vote. 

; Q. Would you not put in Science Service Administration?—A. That vote 
i 2 and 3, yes. But the rest of them I would put into one vote. And as I have said, 
- this is just quick thinking and I would like to study them. If you would like me 
_ to, I could give it to you after I have studied the matter more carefully. 

, Q. It seems to me that it might be a good idea to work on this one because 
it is not a very large department so far as the number of items go, and we 
would thereby get an illustration. 


‘ By Mr. Isnor: 
Q. Granted that the change was made as suggested by Mr. Brown, would 
you still carry out the details?—A. I would make the details more informative. 
Q. But they would still be included?—A. They would be broken up according 
to these various research activities, I would imagine. They would be presented 
so as to show their costs and what they intended to spend on each. 


By Mr. Johnston: 

Q. I wonder if Mr. Sellar could take up the Department of Agriculture 
for example, and after having taken due time to consider it, then to present to us 
his suggestions in the matter so that we would have something concrete to go on 
and we would be able to compare it with the estimates which are before us? 

I think that would be greatly to our advantage? 
| The CHAIRMAN: That is a fair proposal, and I wonder if Mr. Sellar thinks 
it could possibly be done. 


By Mr. Johnston: 


Q. Would that be asking too much of you, Mr. Sellar?—A. Oh, I cannot 
refuse, because the Senate asked me to do that for public works and I did it. 
So I certainly cannot refuse it to my own. committee. 


By Mr. Isnor: 


: @. You have already done it in connection with public works?—A. Yes, sir. 
‘ Q. Well, then why not let us have that as well?—A. I have included in 
this general memorandum the material information in public works. 


By the Chairman: 


Q. Then, could we get that from you.—A. Yes. 
Q. It will be taken up at a further meeting of the committee—A. It will 
be taken for granted that I may consult with the department? 


By Mr. Johnston: 


Q. You may consult with anybody you like.—A. Well, they have got their 
problems as well and I must see it from their angle. 


By Mr. Larson: 


Q. If you are going to consolidate the figures would you not have to 
include the details under the Act? I believe something was said in the House 
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about $17 million being asked for contingencies, but no details were given, and 
I think great exception was taken over that.—A. With respect to details I 
refer in my paragraph 13 to the general approach to details, and so that nobody 
could say that I was making a deliberate attack on a particular department 
I used my own vote and you will see there on page 8 the details that I put in. 
I start off with the appropriation for two years back showing the amount. — 
And then opposite I show what I spent in that year. Then I take the appropria- 
tion for the current year, that is 1949-50 which was $550,081 and then I put 
in my expenditures to December 31 which were actually $417,511. 

That would give you a bird’s eye view of what it cost in the past and what 
it costs now in this particular year. And I would defend the items I am asking 
for this year by stating the activities I have got to carry out for that money, 
and I would give a list of the various things I have to do and generally try 
to give a picture of our situation. 

Take next the salaries on page 9 and here I make a radical departure 
from what you have now. You have in your details of estimates the classifica- 
tions of all permanent employees down to the messenger boys. But I have a 
feeling that that does not give you a great deal of help. So I have it in mind 
that I show you how the individuals are appointed, whether by the Civil 
Service Commission, or whether I have the right of appointment myself, and 
my top salaries. Perhaps you would want more than the top salaries. Perhaps 
you would want the heads of branches and so on. But my idea was not to 
go into details, because during the year those details do not stand up. A 
person will die and we may hire a new person, so those details are not carried ~ 
throughout the year. This, as I say, would give you my actual staff as on 
the day that the estimates were submitted to the Treasury Board for approval, 
and I would give you what staff I expected to have in the next year and how 
much it would cost; and I would try to explain my travelling expenditures, 
my printing and stationery and so on. 

@. That would appear as a vote in the estimates?—A. No. That would 
appear in place of your present details. 


By the Chairman: 
@. It would not appear in the Appropriation Act?—A. No, sir, it would 
not appear in the Appropriation Act but it would appear in the details. 
Q. Would we not be getting less itemized details than we are getting now 
with this list not only of salaries but also for such things as repairs to equipment 
and so on?—A. But they would be set out too. They would be given as well. 


By Mr. Browne: 


Q. In regard to salaries, there are a certain number of classes, about seven 
classes, I think, and there are different stages in those classes. I do not think 
we are interested in whether a man gets $4,280 this year. All we want to know 
is the number of classes. That would cut down the details by about 50 per cent 
at least 1f not more. 


By the Chairman: 


@. Yes. I have a feeling it would give us less details than we have now. 
But I thought they had to be included in the appropriations. So, under the: 
Appropriation Act the only change would be that the wording would be 
different and the headings would be different from those in use at the present 
time?—A. I was Just trying to give you a running story. You were referring 
to purchases and supplies, but they are covered in my next paragraph. 
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14. The wlustration just used is for an administrative vote. The text for an 
operating service would, of course, be different. For example, Item 468 (Depart- 
ment of Transport) reads: 

468. Marine Service Steamers, including Icebreakers—Maintenance, opera- 

tion and repairs, $3,603,070. 
The details printed (pp. 290-1) distribute the cost for positions and then 
read: 


MOM MIP TAT Lesa TCL) Wa ZCS eh ey cig Pkg ccs Cle ah Mele areas leek MTG, $ 1,422,951 
Ree EDT E Gad sire eee ye haces cy acts Gare 2 Raat P liu eseUBR Nim ake a Dhayer Mig Ete Wbe’ 40,935 
ADCO er PEN Se bereh LT, cl ca Sehaetpay cin) ima STAC) aie Wsie\e eo atal @ he 277,150 
amr Wed Line x DOTA. Cie maint wlohe M ame il VTL) Weta ia eave sooo pha gua alae 3,910 
Telephones, telegrams and postage ..............4.. Darah tr Ware Uect ar’ 2,480 
Prinvine ,stanonery and fice. CQ UIPMeMin 4 eo 0i)s Wa Le es son oak ash diets 1,045 
Et MeCN ECE Late oP DRA: OL cae) MEU tary ery meat Cacti came nies 795,775 
Lar iS ACR OSUET TOL TER shh ae acs te ca ae sly Pike eel ON lu ah ianee eo ala Une bce 8 273,650 
MCDITES ADU UD Keep sol COUIPMEME: i540) Oo wisn eB eles Wicerala oa a ets ee Slee 656,696 
Per PERS UT TON Uta NU Car Uaeel us. eels aalewitedey Ian waectesthn kee shgnn a! ib ats 2,650 
eta Ue ECe rc otll very COM ACE uit y ues Vs Weel sale Pad Ce hela Saad . 13,000 
SMC ru ne Ap eee rhe | Samir auett Wy SRSA Ween Re A Md St aM 65,000 
"Soda AES Sig Pee NAIR Ss NTE AMEE De oy pone ame Sensi Mc CK ALR Se a 47,828 

$3,603,070 


Based on past experience, over $50,000 each will be spent in operating 16 steamers 
of the fleet. In addition, there are several small boats. It is suggested that it 
would be more informative were the details to give the expected cost with respect - 
to each of the steamers, distributed by navigation districts, etc. In other words, 
a distribution of costs such as is now given on page Z-22 of the Public Accounts. 


The Witness: After listing a certain number of salaries and the details, they 
give a summary total of $3,603,070. 

Now then, if you will look at the public accounts which you have before you 
at Z-21 and Z-22, you will see there at the foot of the page that the Comptroller 
of the Treasury has made an accounting of all votes for the year and he sets down 
the amount in the estimates. I am using the different years’ estimates, so the 
figures do not coincide. Then he gives the allotments made by the Treasury 
Board and then the actual expenditures. And then he follows that out and he 
gives information such as—and if you turn to the next page you will see that he 
also gives a statement showing the expenditure on steamers in the district, that 
is in the Prince Edward Island district, and that the Brant had an operating 
cost of $78,499.58; the Hrnest Lapointe had an operating cost of $3,932.52; the 
Saurel had an operating cost of $234,978.19 and so on. 

But it does seem to me that the Members of the House of Commons in con- 
sidering the estimates are more interested in knowing, let us say, what it cost the 
McLean to break the ice in the channel up to Montreal in the spring, and what 
it cost to break the ice in the channel through the Hudson Straits for the opening 
of the Port of Churchill in the fall. And Nova Scotia members would be inter- 
ested in what was spent to open up Sydney and other ports like that. So I think 
that if you changed the style of the details and explanations you would have a 
better picture, and you would be able to question the minister or whoever you are 
‘going to question in a better way. I believe that is all my approach to the 
subject. 

Mr. MacponneE.u: I observe that the actual allotments are in some cases 
different from the estimates? 


The CuairMan: Are there any points in Mr, Sellar’s talk we have covered up 
to now, including paragraphs 12, 13 and 14, as to which there will be further ques- 
tions on the different items? We have just dealt with paragraphs 12, 13 and 14. 
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By Mr. Macdonnell: 


Q. Mr. Chairman, might I advert in paragraph 11, to those four items? I 
have been thinking about it and I would like to emphasize—if I understood 
it correctly—what was said with respect to these four types dealt with on page 6. 
I think they are artificial and that they convey nothing except that a certain 
amount of time and money has been spent. So it seems to me one of the most 
foolish and wasteful expenditures of time and money that we could make. 

I would like to ask one other question. I believe the auditor-general made 
a remark which I did not fully understand. I believe he said there was some fear 
in certain quarters that one of the dangers of an estimates committee might ‘be 
that civil servants would seem to lobby. I would like to understand that a little 
better. I do realize that one of the things for us in the background that we bear 
in mind is that anything in the nature of an estimates committee would derogate 
from the principle of ministerial responsibility and I have no desire, I am sure, 
and no member here has any desire to derogate from that. It is one of the bases of 
our constitution. So I do not quite understand what the auditor-general has 
said. Perhaps he could make it a little clearer for me?—A. It is purely hypo- 
thetical? 

Q. Yes.—A: Let us say that a very enthusiastic officer of the Minister of 
Agriculture wanted to make research in a certain line, or wanted to adopt a new 
policy and the Minister of Agriculture decided against him and did not make 
provision in the estimates for it. And let us suppose that it happened that that 
particular official for some reason or other was called to appear before an 
estimates committee and thereupon proceeded to argue that if he had had more 
money he could have done certain things for certain members which would have 
been very useful to them in their constituencies. That is what I meant. 


By Mr. Johnston: 


. You mean, to try to have the committee recommend it?—A. No, but to 
accumulate support which would bring pressure on the minister. 


By Mr. Macdonnell: 


Q. He certainly would not be accumulating any support from the minister ?— 
A. That is what I meant. There may be only a remote possibility of that 
happening but that is what I had in mind. 


The CHAIRMAN: Are there any further questions on items 12 to 14? 


By Mr. Isnor: 


Q. I would like to ask Mr. Sellar a question in regard to his own department. 
You Beye made an appropriation for 1948-49 of $533,293?—A. What page are 
we on! 

@. Page 8. There is an appropriation there of $933, 293, with an expenditure 
of only $517,592 in so far as you are concerned. To use Mr. Macdonnell’s term, 
that is ancient history.—A. Yes, sir. 

Q. But in 1950-51 I see you estimate in the amount of $578,762, yet your 
expenditures up to December 31, 1949, are only $417,511. Then you say 
to the Treasury Board: “Nine months of the year’s operations have expired, 
and I need so much money.” Would you base that latter sum on the expenditures 
alone, the amount of the appropriation? Is that right?—A. You mean this 
$417, 511 figure? 

Q. Yes.—A. That is the actual charge to my vote up to December 31. That, 
I say, would be charged against the $550,081. 

Q. No, the $578,762—A. No, no. $578,762 is for the new year. I have 
now got to justify to you that I need $578,762 next year, when up to December 31 
last I only spent $417,511. 
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Q. Yes——A. I am putting in this figure, so I am on the spot. My first figure 
is put in there, I mean that $517,592 is put in there to show what the total 
expenditures were in the year, because that was my last fully completed year. 

Q. Yes.—A. And then I take the next year as far as I can go, and I show 
it to December 31 and I show you that I have spent $417,511 in regard to that 
year. 

Q. Yes—A. Now I have got to show the House of Commons that I need 
$578,762 for the coming year. 

@. You are prov iding a cushion in the sum of $57,000, roughly, in your own 
department?—A. No. 

Q. You are not?—A. We have ended the year now, we have practically 
ended the year, and I have a lapse of about $11,000 in my vote. You see, my last 
three months are very heavy months. 

Q. That is what I wanted to find out. I was going to ask about the 25 per 
cent of your unexpended amount. —A. In those last three months I have to 
audit Crown corporations, and I have much heavier audit expenses in those 
last three months. 

Q. You mean than in any other month?—A. Yes. I think I have $11,000 
which will lapse this year. 

Q. I tried to establish what you are bringing out in your former statement in 
regard to the amount of unnecessary money that is voted.—A. Let us put it this 
way: when I was Comptroller of the Treasury Board I had a staff of 1,100 people ° 


and we were all in one vote. My experience was that if parliament gave me 


my payroll, my actual payroll as of the first day of April, and took 24 per cent 
off that and only appropriated me the net amount, and I carried that same 
staff, I would be able to pay all of those salaries, because due to deaths, retire- 
ments, and one thing and another, there was a certain amount of play. I am not 
excepting myself but too often we figure that if we go to parliament asking for 
exactly the same amount as we asked for in the last year you will pass it 
without any question. Yet that can lead to the worst possible financing, 
because we may thereby be encouraged to operate dead services when we might 
actually need: more money or perhaps less money for a good active branch. But 
we have that belief; and when I say ‘“‘we”, I think I can speak for the Civil 
Service as a whole. We think we can come to you and ask for the same amount 
as the year before and no questions will be raised. 


By Mr. Browne: 


Q. Do you think a larger number of smaller items go through more easily 
than a smaller number of larger items?—-A. The departments do not like it. 

Q. Do not like which?—-A. The larger number of smaller items. The depart- 
ments try to avoid those things. The reason the departments do not like a multi- 
plicity of small items is that there is no elbow room left to them to meet emer- 


_ gencies, if they have too many small items. 


By Mr. Stewart: 


Q. And may I ask you who audits the accounts of the Auditor-General ?— 
A. That, sir, is one of the absurdities. In England the accounts of the auditor- 
general are ‘audited by an officer appointed by the Treasury. Actually he is 
the House of Commons accounting officer. But here the accounts of the Auditor- 
General are kept by the Assistant Auditor-General and one of the supervisors 
makes an individual audit of his accounts. I believe that in a revision of the 
Consolidated Revenue Act there should be provision made for some one outside 
the audit office to audit our accounts. 

If I maye say so, my work makes me a critic of the departments but I am 
in an unfair position because they cannot criticize me. Nevertheless in the last 
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a 


a 


week the comptroller and auditor-general of Australia and his set assistant s 
have been in Ottawa and have spent ten days going over my department and — 


they agree that I will have the benefit of their criticism when it is all over. So 
I shall have an audit of my system which will cost Canada nothing. 


The CHatrMAN: Have we any further questions? 


By Mr. Isnor: 


Q. I have one further broad question. Let me put it this way: if we broaden 
the reference to the public accounts committee so as to include the tabled esti- 
mates in current years and the expenditures, we would accomplish the purpose 
_ as outlined in Great Britain, of combining the estimates and the public accounts 


eommittee. Would you be in favour of doing that?—-A. When I used December | 
31, I had in mind the practical problem that it might mean that it would be — 


really November 30 that you would get up to. 

Q. But you would favour the December 31 calendar year?—A. It all depends 
on when the House meets. It may be possible to insert December 31 figures, 
or it may be that printing in the estimates will be November 30 statistics, 
That date would certainly be accomplished. 

I am speaking personally here: nobody criticizes my estimates, and when 
I tender my estimates to the Minister of Finance and to the Treasury Board, 
they accept them, and perhaps they say: if we do not give them, then Sellar 
may argue that we have cut his estimates so he could not scutinize our activities. 
Therefore my items go through their offices and they come to the House and 
are passed the same afternoon. In fact, I have not made Hansard in ten years. 
On the other hand, if I had to put my material in in black and white, then I 
would have to justify my expenditures and I would have to be most careful 
about them. 

The CHAIRMAN: Shall we go on now to item 15 “Works, Provisions in 
Details”? 


15. Works Provisions in Details: The construction and maintenance of public 
works are matters of concern to all Members of Parliament, both from the 


monetary and local viewpoints. Section 9 of the Public Works Act vests in 


that department the over-all management, charge and direction of all public 
works (including the supplying of furniture and fittings.) Then section 10 
removes from the Department the public works which are by any Act of 
Parliament “placed under the control and management of any other minister or 


department”. An Appropriation Act is presumably an “Act” within the intent. 


of the section. A question therefore is the effect of providing for the construction 


of works which are to be financed by votes for departments other than Public — 


Works. For example, there is the provision in Item 261 (National Revenue, 
Customs and Excise Divisions) for “buildings and rentals for temporary pur- 


poses”. No amount is stated in the vote, but $532,000 is listed in the Details — 
(p. 197). A further variation, for example, is that employed in connection with — 


Agriculture items 5 to 10, and 11, 12, 14, 15, 17 and 19, where no reference to 
construction is made in the text but Details’ breakdowns collectively provide 
around $3,200,000 for the ‘‘acquisition or construction of buildings and works’’. 
If note is taken of the details to Item 303 for Public Works, it will be observed 
that provision is also being made in that Item for $500,000 to be expended on 
“Experimental Farms and Science Laboratories—Replacements, repairs and 
improvements to buildings”. -Attention is also drawn to External Affairs’ details 
to Item 66 (p. 114) which list: 


To build or purchase premises for offices or residences for 


missions abroad and to furnish and equip premises and 
other capital expenditures #. 0 sss 6.0.1. ke $165,000. 
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With this, Item 67 is fee pctaied: It reads: 


To authorize that use during the fiscal year 1950-51 in payment 
for the acquisition, improvement or furnishing of properties 
for Canadian Government offices and residences in foreign 
countries of incovertible foreign currencies from deposits 
of such currencies which may be used only for govern- 
mental or ‘other limited purposes in these countries and 
which have been received by the Government of Canada 
from other governments in settlement of claims arising 
out of military operations or war expenditures.... $1. 


As Details do not form part of the Appropriation Act, a question is whether 


listing in “Details” brings into effect section 10 of the Public Works Act. 
It also presents the query whether works projects solely for the benefit of a 
particular department or service should be listed under the department con- 
cerned in order to portray the true cost of the department. 


The Cuatrman: Are there any comments you would like to make, Mr. 
Sellar, before we proceed to ask if the members have any: questions? 


The Witness: Well, as I see it, the problem is that no part of the details 
is made part of the Appropriation Act. Under public works you list down the 
harbours, the rivers, and the buildings to be constructed. I now direct you 
to the first item for which no notice of works is given in the vote, 
but the details provide for works. It is item 5 in this year’s estimates under 
the heading of “Science Service Administration”. The vote is for $1,229,750. 

“Seience Service Administration” is the name of the vote but if you look at 


- the details on page 74, you will see there “Acquisition or Construction of Buildings 


and Works, $984,950.” In other words, 80 per cent of the vote is going to be 
for the acquisition or construction of buildings and works. Yet you will go 
into the House without any knowledge of what those buildings or works 
are; whereas, if it were in the Department of Public Works, you would see 
the names of the various buildings contemplated. It is true that you will get 
that information by asking questions of the minister, but it does seem to me 
that the details should give the names of those important works if they are 
important works. 


By Mr. Browne: 


Q. Do you think they should be there?—A. That is a matter of policy, sir. 
As to these works, you would imagine they would not be constructed by the 
Department of Agriculture; you would think they were subject to the Depart- 
ment of Public Works? 

@. Yes—A. That is debatable because section 10 of the Public Works 
Act says that no work which is appropriated or assigned by an Act to some 
other department comes under the Department of Public Works. 


By Mr. Macdonnell: 


Q. That strikes me as odd. Presumably the Public Works Department is 
organized with an efficient staff to supervise the construction of buildings. They 
ought to have experts to do that rather than some other department; yet 
according to that section 10, such a matter would be taken out of the control of 
the Department of Public Works.—A. I cannot speak with any authority with 
regard to it. I took it because it was the first in the estimates. But let me 
take the item having to do wih Customs Outports of the Department of 
National Revenue. There is provision in their vote for temporary quarters and 
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so on; and for rents; by including in the estimates about $500,000 for con- 
struction work which will be carried out by the Department of National — 


Revenue. 

@. You mean it would be constructed by them? Have they-got any 
officials similar to those in the Department of Public Works to look after 
those things, or would they go out and get special people to do it?—-A. I have 
called attention in my report to a Customs House constructed in Saskatchewan. 
It was a pre-fabricated construction. The contract was let by the Depart- 
ment of National Revenue without security being taken. The contractor 
failed and as a result the suppliers—some of the suppliers have not been paid 
yet. The Department of National Revenue is taking the responsibility. 

And two years ago I brought to the notice of the House in my report the 
practice of the Department of National Revenue to award one contract for 
the digging of an excavation; another contract for the pre-fabricated building 
material; and another contract for the construction, so in that way a $18,000 
job could be carried out without going to the Governor in Council at alll, 
because each contract was for less than $5,000. 


My view is this, but I may be all wrong—that when you make these appro- | 
priations—I shall just use this one for agriculture—I think that by the text | 


it should be carried into the vote, that is, that there should be shown a 
transfer to the Department of Agriculture of the power to build the particular 
building. That is what I think should be the procedure. 

@. Coming back to what the Auditor-General has said, but nevertheless 
out of deferment to the senior members of Halifax, I think it sounds like an 
elaborate farce—A. But in many cases it is very sound. 

Q. Why should it be sound to have work done in that way when there is a 
department organized to do it? 


The CHarrMaAn: I think it would tend to enlarge considerably the Depart- 


ment of Public Works if, for example, you had the Veterans Affairs buildings 
come under their authority. 


Mr. Macponneutu: But would it not have a tendency to enlarge the 


Veterans Affairs department as well in order to have a staff to do it? 
The CHAIRMAN: I suppose so. 


The Witness: Might I illustrate it in this way; the national parks have to 
maintain roads. 


Mr. Macponneuu: Is the Public Works Department not in favour of it? 


The CuHatrMan: How do I know? I am not speaking on behalf of the 


Department of Public Works. I am just asking questions for myself. 


The Witness: As a matter of fact, this matter about the customs building 
forms a controversy between two departments. But to answer your question 
about efficiency; in connection with the National Parks, it sometimes happens 
that construction has to be undertaken but that the Department of Public 
Works have no engineering staff near the place, but the Department of Mines 
and Resources has men equipped to perform the class of work and they do the job. 
It makes for greater efficiency. It would not be so efficient to take a man 
from the Public Works office and send him out to Banff National Park simply 
to see that some construction is performed, when the Department has men 
already there who are experienced in the matter and can do that work. So you 
see it works both ways. 

And then in connection with the External Affairs Department, they have 


on their staff an architect whose function is to travel around the world in 


order to settle on architectural designs or alterations of houses and buildings 
which come under External Affairs Department COREOn You might think 
that should come under Public Works. | 
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Q. I can understand such a thing in an exceptional case. I think you 


have given a very good illustration of the problem—A. Oh yes. It works 


both ways. 


Mr. Browne: The Appropriation Act makes provision for that, 1t ineludes 
it. 

Mr. MacponneELu: Yes, but what I am coming at is whether that. is a matter 
which in every case comes ‘to the attention of parliament. I don’t remember it. 
Can you give me an illustration? I suppose in this instance the Department of 
National Revenue is the ease in point. 


The Wirness: My own view is that we need a redraft of the Public Works 
Act. Ido not care who does construction work so long as we avoid duplication. 
I think we should have provision for the calling of tenders, the taking of security 
and so on. I think we should have the same procedure. I do not know what 
the procedure should be, but I think we should have the same procedure in all 
departments and units of government with regard to the awarding and carrying 
out of contracts. At the present time we haven’t anywhere that I know of, but 
I do think there should be, some form of control, some standard, setting out the 
way in which contracts should be let, whether they be by tender, by cost plus, 
or on & ceiling basis, because it involves the selection of contractors. I have 
seen cases where there was at first a relatively small job to ‘be done, and a 
contractor would be picked on the ground that he knew it and he was a local 
man, but after he got in on it, it grew bigger than it was thought the job would 
be at the start. When he took it on a cost plus basis it was thought that the 
job would probably not exceed, let us say, an amount of $5,000, but work turned 
out to be much larger than was anticipated, let us say it went up to as much 
as $100,000. Well, the result of that was that on a cost plus basis a contractor 
stands to benefit materially. But what is more important is there was no 
element of competition in the letting of the contract such as there would have 
been had it been let in the first instance on firm price basis. My thought there 
is that there are more opportunities for considerable saving when jobs are open 
to competition. 


Mr. Laneuois: What you have in mind is that in so far as Crown companies 
are concerned they would be covered by a standard form of wording for cost 
plus contracts? 

The Witness: I would not go so far as to say that all companies should 
be bound in that way, but I do think that all departments should have that 
standard system. 

Mr. LANGLOIS: According to my information the Canadian Commercia! Cor- 
poration has its own regulations with respect to the calling of tenders, the 
awarding of cost plus contracts, and that their regulations were not even 
approved by parliament. 

The Wirness: No. The Canadian Commercial Corporation is acting for the 
Department of National Defence and functions under the Munitions and Supply 
Act which was passed during wartime. Now, the Munitions and Supply Act 
requires that contracts for $15,000 or more be approved by the Governor in 
Council, and in the case of the Department of Public Works all contracts over 
$5,000 must be approved by the Governor in Council, under that amount that 


/ approval is not required. Incidentally, I do not think $5,000 is a reasonable - 


amount, as things go today, I think it should be considerably higher than that. 
As you say, the Canadian Commercial Corporation has its own regulations 
respecting the matter of contracts, calling for tenders and so on. I “think it 
would be of advantage if we had a standard, uniform practice, which would 
govern all matters pertaining to contracts such as advertising, the callimg for 
tenders, the awarding of contracts, and the procedure to be followed when the 


. contract is awarded to anyone other than the lowest tenderer; the taking of 
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security, the making of progress payments from time to time, and all that sort ty 
of thing. I think that can be covered by some uniform law or statutory 
provision so that the practice would be common throughout all departments of _ 
- government. a 

Mr. Lancuois: I am sorry, but I do not think you have answered my ques- _ 
tion. I was referring to the C.C.C. having the power to make its own regula- a 
tions about calling for tenders, cost plus contracts and so on; and they also : 
have the power to decide whether any such contract will be awarded after the °¥ 
tenders have been called, or whether it should be proceeded with on a cost ; 
plus basis without reference to approval by the Governor in Council. Am I _ 
right in that? 

The Witness: My understanding is that you are, sir; but, as I ‘said, under 
the provisions of the Munitions and Supply ‘Act, there is authority to award 
contracts below $15,000 on a firm price basis, put in the case of any contracts 
going over that amount approval of the Governor in Council must be secured. 

Mr. Macponnetu: While you are on that point, Mr. Sellar, could you tell 
us whether all Crown corporations are on the same basis, that is the basis that — 
' they are virtually independent in the conduct of their busmess much in the ~ 
same way as is the case with a private corporation? is 

The Wrirness: No sir, there is the National Harbours Board, the Canadian ~~ 
Broadcasting Corporation—they are two who must go to the Governor in Council _ 
for approval whenever a contract involves more than a certain amount of 
money or is to run for a certain period of years. 

Mr. Macponnetu: What about Polymer? 


The Witness: Polymer on the other hand operates on a sraiche company ~— 
charter under the Companies Act and has all the powers of the 1934 Companies 
Act. 


Mr. Masor: What about the Central Mortgage and Housing Corporation? 


The Wirness: The Central Mortgage and Housing Corporation? J would “f 
have to look at it, sir; I do not audit it so would have to look at it. 


Mr. Masor: I vould now like to ask Mr. Seilar about disputes between 
departments on the matter of jurisdiction, as to who has the final say. I have — 
information of one case where there was a dispute between departments as to 
jurisdiction over a job and the result was that the suppliers and the contractors 
had to wait over a year to get their finances, their money, just on account of the 
dispute between the two departments as to jurisdiction. Is pete any provision 
for the settling of jurisdiction? aa 

The Wirness: It is a matter of adjustment between the departments. 

Mr. Isnor: Do you think there would be any appreciable economy if all 
contracts were placed on a cost plus basis, do you think that is a good plan? 

_ The Wirness: I do not know sir. I am neither a contractor nor have I 
operating experience. But I do not like the cost plus basis myself because, in 
my opinion, it is uneconomical. A man who has a cost plus contract has no 
incentive, the more he puts into the job the more the job costs, the more he is 
going to oet out of it. For my part, I prefer a firm price proposition, and in my | 
mind that works out to the advantage of the person for whom the work is being 
done. 

The CHatrMAN: Do you think you are apt to get a better deal on a firm 
price contract? 

The Wrrness: If I can leave Canada for a moment and take you'to my © 
experience as an auditor for the United Nations where I have had to deal with ~ 
the contracts in connection with the permanent headquarters which are being — 
erected in New York City at a cost of $65,000,000 they were successful in getting 
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a group of big contractors to incorporate as a special corporation in which four 
_ of them were the shareholders, and they took contracts for each building to go 
_up. Now, on the first contract let we got a firm price, it had some extras but it 
is still all right. The most recent contract awarded is a ceiling price contract, ° 
and that was arranged by Mr. Harrison, the chief architect at Rockefeller 
Centre—he thought he could make some saving by having a ceiling price form 
- of contract; and, in that regard, it is interesting to note that the contractors are 
_ working very close to that ceiling price. At one time it looked as though they 

might be out about $1,000,000, but now that the work is getting further along 

it looks as though they are going to come pretty close to achieving their objective. 

The CHArRMAN: Yes, that is all right, but you run into difficulties on a firm 
price, or on a ceiling price contract when some unforeseen conditions arise; 
for instance like a strike in the steel industry where you are not able to get 
material and that may increase your cost, let us say, by 20 per cent or more. 

. Then, there is another factor in respect to government contracts. Let us say 
you go to the Public Works Department and you get a contract and you run up 
against unforeseen conditions which materially increase your costs and you go to 
the department and talk to them about it; well, you just simply can’t get any 
adjustment, you could not get one even if you went to a court of law. The 
attitude of the department is that it is a contract and you are bound by it; and I 
have known of cases where contractors have been put out of ‘business just because 

of situations of that kind. Their attitude is just this, that is the contract, you 
signed it, that is all there is to it. I wonder if you would care to say a word about 
that also? 

The Wtrness: I have no direct interest in contracts, that comes more under ' 
the purview of the comptrolled of the treasury. He would be better qualified to 
‘speak on that than I am. You know who he is, Mr. McIntyre. My thought is 
that it might be interesting and useful to the committee if he were to appear 
before you at some convenient time. / 

| The CuarrMan: Well, that may be possible later on in the work of the 
committee. I think we have accomplished a very useful morning’s work and I 
- would suggest that we adjourn now until 4 o’clock Monday afternoon. 
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The committee adjourned. 
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MINUTES OF PROCEEDINGS 
a Monpay, May 1, 1950. 


The Standing Committee on Public Accounts met at 4 o’clock p.m., the 
Chairman, Mr. L. Philippe Picard, presiding. 


| Members present: Messrs. Anderson, Ashbourne, Benidickson, Boisvert, 
Browne (St. John’s West), Cauchon, Cavers, Croll, Fulford, Gauthier (Portneuf), 
Hansell, Helme, Isnor, Johnston, Kirk (Antigonish- Guysborough), Langlois 
-(Gaspe), Larson, Macdonnell, Major, Maybank, Picard, Prudham, Richard 
(Ottawa East), Riley, Robinson, Sinclair, Thatcher, Wright. 


In attendance: Mr. Watson Sellar, C.M.G., Auditor General. 


The Committee resumed consideration of Mr. Sellar’s brief respecting the 
‘preparation of The Estimates. 
Examination of Mr. Sellar was continued. 

At 6 o’clock p.m. the Committee adjourned until Tuesday, May 2, at 
9 o’clock p.m. 


ie | A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Houss oF ComMMoNS, 
May 1, 1950. 


The Standing Committee on Public Accounts met this at 4 p.m. The 
Chairman, Mr. L. Philippe Picard, presided. 


f 
if 


The Cuarrman: Gentlemen, we have a quorum. I think when we adjourned 
on Friday last we had reached item No. 17 on page 11 in the memorandum on 
Bihe estimates submitted by the auditor general. If you agree I will follow the 
game procedure agreed upon and ask Mr. Sellar if he has any comments to make 
on that paragraph, or if he wants to go on to the next. 


LF AIO ee oR Ne OR oe wiiediann ee ween 


Mr. Watson Sellar, Auditor General, recalled: 


The Wirness: Paragraphs 17, 18, 19 and 20 all go together. 


15. Works Provisions in Details: The construction and maintenance of 
: Be ablic works are matters of concern to all Members of Parliament, both from the 

monetary and local viewpoints. Section 9 of the Public Works Act vests in that 
_ department the over-all management, charge and direction of all public works 
- (including the supplying of furniture and fittings). Then section 10 removes 
; from the Department the public works which are by any Act of Parliament 
“placed under the control and management of any other minister or department”. 

_An Appropriation Act is presumably an “Act” within the intent of the section. 
: _A question therefore is the effect of providing for the construction of works which 
are to be financed by votes for departments other than Public Works. For 
example, there is the provision in Item 261 (National Revenue, Customs and 

_ Excise Divisions) for “buildings and rentals for temporary purposes”. No amount 

is stated in the vote, but $532,000 is listed in the Details (p. 197). A further 
Beton for example, is that employed in connection with Agriculture items 

§ to 10, and 11, 12, 14, 15, 17 and 19, where no reference to construction is made 
in the text but Details’ breakdowns collectively provide around $3,200,000 for the 

“acquisition or construction of buildings and works’. If note is taken of the 

details to Item 303 for Public Works, it will be observed that provision is also 
being made in that Item for $500, 000 to be expended on “Hixperimental Farms 
4 _ and Science Laboratories—Replacements, repairs and improvements to build- 

ings”. Attention is also drawn to External Affairs’ details to Item 66 (p. 114) 
“which lists: To build or purchase premises for offices or residences for missions 
_ abroad. and to furnish and equip premises and other capital expenditures, $165,000. 
With this, Item 67 is associated. It reads: To authorize the use during the 
fiscal year 1950-51 in payment for the acquisition, improvement or furnishing 
of properties for Canadian Government offices and residences in foreign countries 
of inconvertible foreign currencies from deposits of such currencies which may be 
used only for governmental or other limited purposes in these countries and 
which have been received by the Government of Canada from other governments 
| in settlement of claims arising out of military operations or war expenditures, $1. 
‘ As Details do not form part of the Appropriation Act, a question is whether 
listing in “Details” brings into effect section 10 of the Public Works Act. It also 
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presents the query whether works projects solely for the benefit of a particular 
department or service should be listed under the Boater concerned in order 
to portray the true cost of the department. 


16. A more general objection which may be taken to works votes is that the 
printed material does not disclose either the reasons which make them necessary 
or the probable ultimate cost. As a rule, the first vote for a large job will be 
for a small sum—enough to permit some plans to be prepared and, perhaps, to 
negotiate for the site, etc. Consequently, over several years Parliament may vote 
several millions of dollars. Cannot much be said in favour of information being 
given, at the outset, which will permit Parliament to judge whether a project 
costing x millions should be approved, or if one costing less will adequately 
serve the public need? 


17. Vote Texts That Legislate: A matter of particular constitutional con- 
cern is the practice of legislating by means of items in the Appropriation Act. 
That is, by phrasing the text of an item, Parliament enacts in a manner to 
exempt from or override existing legislation, or, in eeffct, to add to statute law. 
An example is Item 67 (quoted in paragraph 15 above). The $1 is inserted in 
order that Committee of Supply has an amount on which to recommend adoption 
of a resolution, but the real money to be employed consists of bank balances in 
various countries. Ordinarily, those moneys would be subject to appropriation 
as are all other balances in Consolidated Revenue Fund. Tie effect of this 
Item will be to vest in the Crown a right to use the balances, as he sees fit, in 
procuring and furnishing buildings and residences for diplomatic purposes. 


18. More generally, the votes now of concern merely make exceptions from 
the Civil Service Act. Appropriations lapse on March 31, but the Act itself 
does not expire. Consequently, a text may be so framed that a continuing enact- 
ment results. An example is Vote 352 of the main Appropriation Act for 1941. 
That vote authorizes an annual motor car allowance to be paid to Ministers, the 
Speakers and the Leader of the Official Opposition in the House of Commons. 
Payments are made every year by relying on the text of the 1931 vote. Conse- 
quently, in the Estimates the amounts are listed as “s”, which means authorized 
by statute. Legislating by means of an ROTEL AEN Act j is a convenience when 
a need is transitory. Furthermore, it avoids cluttering the statute books with 
expired legislation. But from the constitutional viewpoint, it is open to the 
objection that it 1s, in fact, incomplete legislation because the mode employed 
circumscribes deliberations by the Senate. This was pointed out thirty years 
ago in a report of a Special Committee of the Senate on the rights of the Senate 
in matters of financial legislation. The chairman was Senator W. B. Ross, and 
in a memorandum prepared by him and attached by the Committee to its report 
is to be found: 

To reject a Supply Bill might in olden times have been feasible, but 
today, with the functions of government so vast and complicated, it is 
unthinkable .... It would means chaos. A Supply Bill should be 
passed as a matter of course by the Senate in almost any conceivable 
circumstances if it contains nothing but Supply. If other matters are 
inserted in the Bill or ‘tacked to it’ these should be struck out and be made 
into a separate Bill or Bills. 


19. At one time the British view was that an Appropriation Act could not 
override a statute. However, when the question came before the courts in an 
Australian case (Fisher v. The Queen, [1903] A.C. 158) the Judicial Committee 
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of the Privy Council ruled otherwise. Consequently, in 1908 the British Public 
_ Accounts Committee abandoned its previous viewpoint, but declared that: 


it is desirable in the interests of financial regularity and constitutional 
consistency that such a procedure should be resorted to as rarely as 
possible, and only to meet a temporary emergency. 


and: 
the fact that a proposed vote overrides an existing statute should be 
clearly stated on the face of the estimate, with the reasons for adopting 
that course, so that no doubt can exist of the deliberate intention of 
Parliament. The exceptional nature of the vote should also be indicated 
in the Appropriation Act. 


20. Some such texts are repeated annually. For example, in the Supple- 
mentary Estimates there probably will be the usual item to provide for payment 
of the sessional indemnity to Senators and Members who are absent more than 
the permitted number of days, by reason of absences on account of official 
business or sickness, or by reason of death during the session. In view of the 
fact that the practice has existed for over 60 years, it is submitted that it would 
be more appropriate to amend the Senate and House of Commons Act. As to 
transitory cases, it is suggested that they should be brought together in a special 
schedule to the Estimates and be supported by adequate explanations. Of 
course, a vote text which deals with a matter which normally should be pro- 
ceeded with by a Bill should be handled as a Bill. 

Mr. Macponnetu: Mr. Chairman, might I ask a question on paragraph 16 
first? 


The CHAIRMAN: Yes. 


By Mr. Macdonnell: 
Q. I want to read one sentence: “As a rule, the first vote for a large job 


will be for a small sum—enough to permit some plans to be prepared and, perhaps, 


to negotiate for the site, etc. Consequently, over several years parliament 
may vote several millions of dollars.” I would like to ask if we could have 
an illustration of that; that is, possibly an illustration from the public accounts 


which we have here before us carrying forward into the current year; in other 


words, an illustration similar to that to which he referred appearing in these 
accounts?—A. That, sir, was of course a case of a vote starting at a small 
amount and increasing. If you will refer to the public accounts for 1948-49, 
you will find at page V-32, that five items down, Ottawa—Building for Depart- 
ment of Veterans Affairs (Revote) $100,000, and the expenditure to date as 
$250; and there is a comment, plans and specifications not completed. That 
is a vote which I think this year is in for $1,000,000. It is in connection with 
the big Veterans Affairs building. 

Q. In that connection were there any hospital votes of a similar nature? 
I mean, there were various hospitals under construction, were there not? I 
wondered whether they might have the same sort of thing?—A. My reason for 
being so slow in replying, sir, is that I am not sure. There was a big hospital— 
of course, there is Sunnybrook, but my thought is that it was started under 
the war appropriation. But I am not sure of that. If I had time to look up 
the number of the account I could locate it for you. 

Mr. Browne: Where do you find veterans’ building in the estimates of 
this year? 

The Witness: You will find that under construction of works, Ontario.. 


Mr. MacponnELL: You say the vote is now for $1,000,000 over? 
The Witness: Yes, in the details you will find in the back. 


” 
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The CHamMan: I suggest that we now turn to the items 17 to 20 inclusive. 


Have you any remarks to make about them? 

The Wrirness: No, sir. When I was instructed to bring in the memo- 
randum on the estimates it was indicated that it was something along the line 
that I prepared for the Senate. The Senate has knowledge of this legislating 
by means of the Appropriation Act. I included these paragraphs. This com- 
mittee has already considered the subject on many occasions, sir. I have 
nothing to add to what I have said in various years. 


By Mr. Macdonnell: 
Q. I would like to feel that I understand better what you refer to there 
in paragraph 15, so as better to get the exact significance of what paragraph 17 
says: 


A matter of particular constitutional concern is the practice of 


legislating by means of items in the Appropriation Act. That is, by 


phrasing the text of an item, parliament enacts in a manner to exempt - 


from or override existing legislation, or, in effect, to add to statute law. 


We have plenty of examples of that. We have one in connection with the. 


Commercial Corporation, then there is the illustration which is given above. 
I am not sure that I entirely grasp the significance of it. Could we have that a 
little further explained in connection with paragraph 17?—A. Mr. Chairman, 
if you will look at the top of the page you will see the authorization that has 
been sought: 

To authorize the use during the fiscal year 1950-51 in payment for 
the acquisition, improvement or furnishing of properties for Canadian 
government offices and residences in foreign countries of inconvertible 
foreign currencies from deposits of such currencies which may be used 
only for governmental or other lhmited purposes in these countries and 


which have been received by the government of Canada from other — 


governments in settlement of claims arising out of military operations 
or war expenditures. 


Ordinarily these moneys would be regarded as coming under the Consolidated 
Revenue and Audit Act; namely, that no moneys can be expended without an 
appropriation from parliament fixing the amount. In this case it is regulated 
by the amount which may be collected. : 

Q. For what purposes and in what ways, for example?—A. You mean? 

(. How would these moneys have originated?—-A. In the main, sir, these 
are monies originating in this way; when the Canadian forces re-occupied, or 
freed occupied territory, the obligation on the armies was to feed the civilian 
population and to take care of them and in due course the government concerned 
is supposed to reimburse the countries which do that. The Canadian army in 
common with the United States army, the British army and other forces thereby 
acquired the right to the recovery of substantial sums of money from the 
governments of these countries. Naturally, at the outset, we were unable to 
negotiate—and, furthermore, there was necessarily disagreement as to the 
amounts involved; so that as these things are being sifted out and straightened 
away credits are being placed to the credit of Canada in various banks in 
those countries. Now, on account of the exchange problems in those countries 
a provision associated with that money is that it must be spent in those countries. 
Those are the funds which are involved. 

Q. Can you give us any idea of the amounts? The amounts may be quite 
large? Can you tell us what the intention was with regard to the use of those 
funds?—-A. You would have to ask the department as to the intent, sir. 
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@. What I meanis this; these amounts might really run into very large sums. 
Are they covered merely by reference in this way in this item which gives you 
no figure; or, would they later on come in and be shown and the purpose for 
which they were spent shown? Or is this intended to be the full authority to 
take these moneys and spend them on the authority of the department or the 
officers in those countries?—A. I would not say the department, sir; the governor 
in council. ; 

Q. Yes; well then, the first part of my question is this: where would 
these amounts appear? Is this the last we see in here of this?-—A. These amounts 
were not currently, I mean for that year, in the balance sheet of Canada. If you 
look at my report, paragraph 111, which is a short paragraph, and I will read it: 

Canada’s claims on account of military relief extended to northwest 
European and Mediterranean countries, totalling approximately 
$67,000,000, are not recorded in the balance sheet of Canada. 


Now, don’t misunderstand me. ‘While we claim $67,000,000, the real amount 
can be substantially less. You would have to ask the Department of Finance 
for information as to the actual amount collected. 

E Q. It could be less than $67,000,000 and still be quite substantial? 


Mr. Browne: How much have we collected already, do you know? 
The Witness: No, sir. 


By Mr. Macdonnell: 


(. Can I come back to my first question. You say at the top there that these 
moneys may be used for the acquisition, improvement or furnishing of properties 
for Canadian government offices and residences in foreign countries, and so on. 
Let us say you make a very substantial deduction from that amount of 
$67,000,000, it would still leave a lot of money; but what I understand you to 
say here is that that was not recorded in the ‘balance sheet of Canada for the 
last year. Has there been any change since that time?—A. My belief is, yes; 
but I haven’t seen the accounts for the end of this year, the year just ended. 

Q. There are other questions with regard to the balance sheet which I have 
not learned to date, and this appears to be one of them. How soon can we get 
something from the Department of Finance on that, somebody'here to answer 
that? 

The CuarrmaAn: Probably at a later date if you desire the Deputy Minister 
of Finance or the comptroller might be called. | 


Mr. Macponneuu: This might be a convenient place to ask another ques- 
tion. Are there any other items, other assets which are owned by the govern- 
ment which do not appear in the balance sheet? For instance, I have been looking 
for an item which I haven’t discovered yet. You might be able to put me on to it. 
We were told in the House that the government owns an aircraft factory at 
Cartierville. Well, I have not had a chance to read all the report, but subject to 
correction, my recollection is that the statement was made at that time that 
that plant was owned by the government but was rented. Now, I wonder if 
you could tell us anything about it. I have not been able to find anywhere in 
the balance sheet anything about it. Can you tell us where to look for it? 
It is not in the balance sheet of Trans-Canada Air Lines. Where would it be? 


The Wrrness: The practice sir, in a great many instances has been 


- that when a public works is constructed by the government of Canada from an 
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appropriation by parliament it is charged off to the expenditure for the year. 
It is not capitalized. 

The Cuatrman: Which year did you mention, Mr. Macdonnell, what year 
would that relate to? Where would this commitment have been made? 
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By Mr. Macdonnell: 
I am referring to the year 1947 and I understand it is on the records of 


the House that this aircraft factory in Cartierville was a government asset and ~ 


was in fact rented. Coming back to what you have said, do I understand you 


to say that these are paid out of current revenues. Where then do they appear?— — 


A. The expenditure will appear annually in the public accounts. 

Q. Where does this asset appear?—A. It doesn’t appear any place, sir. 

Mr. Fraser: Where would you find the annual rental commitment of 
$200,000 a year? 

The Wirness: I speak subject to correction, but my recollection is that 
probably it was turned over to the War ‘Assets Corporation. 

Mr. Macponne.u: Coming back to this submission, Mr. Chairman, I admit 
that I do not know much about accounts, but it does seem to me it is an 
extraordinary way to carry a valuable asset. Here is an asset. There are two 
points about it really; first of all, this is a foreign asset of many millions of 
dollars, and presumably unless we are very bad traders we are going to get 
something out of that $67,000,000 and apparently plans have already been made 
to spend it. Are we not going to get any information about it? 

The CHAIRMAN: These claims or assets of $67,000,000 represent expenses 
which have been accounted for in the public accounts during the war. We have 
no say on this committee today as to the amounts that were spent by the 
Canadian army during the war. 


Mr. Macponneu: That is right. 


The CHAIRMAN: We have had a report as to when and how it was spent, it 


has appeared in the public accounts of the year to which it relates, and possibly 
when we had the public accounts for the year to which it relates you did not 
happen to take a look at it. 

Mr. MacponneEtu: It has been reported as being spent but we apparently 
have no check except that we are hopeful of the honesty of our public servants. 
There is no check whatever, nothing to prevent the money being taken and 
misused in the most flagrant manner. Is that not correct? 


The CHAIRMAN: I cannot see that. 


Mr. MacponneLtu: How does parliament know anything about it, I mean 
the ordinary member of parliament? How do we know anything about it? 


The CHAIRMAN: If and when it is collected, if we can recover the amount, 
it would necessarily appear in the current report of that year in which it was 
collected. It would be shown in that report as an asset. I do not want to 
enter into a discussion on finance with you myself, but if you will let me say 
a few words, I will give you all the time you want. ‘Many private companies 
have assets which are considered as being hard to recover; I mean bad debts 
and so on. In a later year these accounts are written off. If that money is 
eventually received by the company, if the company succeeds in collecting these 


accounts, these items will appear in the books of the company in the year in ~ 


which they have ‘been paid as a revenue of that year. 


By Mr. Macdonnell: 
Q. Quite so. But nothing resembling that happens in our public accounts.— 
A. I do not think sir, that is quite a correct statement. I hope I did not mislead 
you, because I think the intent is that the comptroller of the treasury will 


report it in the public accounts whenever any buildings are purchased out of a 


this money. 
Q. You are talking now about the foreign moneys?—A. Yes, but you are 


now talking about the assets of Canada not appearing in the report. You must — 
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bear in mind that some of the assets, which are very valuable, have no ultimate 
value. Let me give you an example. Suppose that the government of Canada 
decided to move away from Ottawa. If that happened this parliament building 
which cost $20 million would not be worth a cent. 

Q. Let us go back to our aircraft factory at Cartierville. That is not true 
about that case. That is an asset—A. With regard to factories built during the 
war those are all set up as assets in the records of the Surplus Crown Assets 
Corporation. They are all recorded there and reported on to parliament. Those 
particular buildings you were talking about,— 

Mr. Isnor: Built during the war; that is the one at Cartierville? 

Mr. Brenipickson: Can you identify it by the name of the present tenant 
if it is still owned by the crown? 

The Witness: Canadair. Those buildings, as I say, were charged off in 
the war; that is when they were turned over as assets to be converted. Crown 
assets collects the rents and in due course will account for them, but generally 
you will not find in the assets of Canada any buildings whatsoever. 

Mr. Macponnetu: Well, where do we find that? 

The Witness: You would find that in their annual report grouped under 
the various plants they have in hand for sale or under agreement of sale. They 
have quite a large number of buildings that have been sold and in which the 
sale price is payable by instalments. They administer those. 


By Mr. Isnor: 

Q. Mr. Chairman, I am not as bright or as well posted as the hon. member 
from Greenwood in regard to finance, but I am anxious about paragraph 111 which 
is a $67 million item. Am I to understand that there is no record in any of 
the reports of the government in regard to an item such as this?—A. May I ask 
you a question in turn so that I am sure of what you are asking? When you 
say, “no record in any of the reports of. the government,” do you mean 
published record? 

Q. No records of the crown company or any other financial records.—A. I 
am satisfied that the Department of External Affairs has records of them. I 
am satisfied that the Department of National Defence has records of them. I 
am satisfied that in all probability the Department of Finance has controlling 
accounts with respect to them, and I know the comptroller of the treasury has 
control of the bank accounts because cheques are drawn by the comptroller 
of the treasury in those various countries. So, when you ask if there are no, 
records, my answer is that there are records. Whether they are published in 
any of the annual reports of the department I do not know. 

Q. If I wanted to make an inquiry of the government in the chamber, 
could they not supply for public use information covering this particular 
item?—A. I would imagine so, sir, because I have a breakdown of my own 
at home. 

Q. How would this item be shown in one of the accounts you referred to? 
Assets in suspense? Liabilities in suspense?—A. In that year it was not in 
the balance sheet at all. 

Q. You are sticking to the balance sheet. I am asking is there not an item 
of this character shown in some of the financial reports of the government? 

Mr. Browne: In the public accounts itself. 

Mr. Isnor: I will ask my question myself, Mr. Browne. I am a bit stupid 
perhaps— 

Mr. Macponneuu: Oh no, you are not so stupid. 
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The Witness: Let me be clear about the question you are asking, because 
I do not want to ‘be misled and I do not want to mislead you. What you are 
asking me is: Has anybody got a record of this account? 


By Mr. Isnor: 


Q. That is right—A. In my opinion ftere are records. Now, then, what is 
the next question? 

@. As to the classification, or the term which would be used to show that 
item. JI have sometimes heard of items in suspense. Would it be in a suspense 
account?—A. Well, I would imagine they would set it up as accounts receivable, 
but I do not know. 

The CHatrMAN: May I ask a question, Mr. Sellar? 

Mr. Isnor: Just a minute, Mr. Chairman, I am on a third question. If 
that is so, then what was the purpose in particularly bringing this to our atten- 
tion, in paragraph 111 of your report? 

The Witness: Because I am required to certify to you that the assets and 
habilities of Canada are as stated in the balance sheet, and I regard that these 
assets may not have a value of $67 million but they have some value and I am 
bringing to your notice that they are not in the balance sheet. 


By the Chairman: 

Q. We have been dealing for the past few moments with two different items 
brought up by Mr. Macdonnell, one was this amount of $67 million due Canada 
by foreign countries. That is the subject of one of these items in the report 
submitted to us today. Then Mr. Macdonnell took up another point and that 
was about that aircraft factory in Cartierville. May I ask a question, Mr. Sellar, 
referring to the public accounts report? Under War Assets Corporation, you 
have an item for surplus crown assets of the Dominion of Canada, page Y-92. 
In the year when that sale is made by War Assets Corporation to ‘Canadair or 
any other company, would not the proceeds appear; maybe not in detail but 
under that item surplus crown assets of the Domimion of Canada?—A. The 
proceeds of the sale, whatever money is collected would be paid over to the 
Dominion of Canada. War Assets Corporation is entitled to a commission for 
its services, that is how it pays its operating expenses, but the net proceeds are 
the property of the government of Canada. 

Q. Yes, under this item of surplus crown assets of the dominion. Would 
that item in that year include the building mentioned by Mr. Macdonnell?—A. I 
am going from memory but that building was turned over to War Assets 
Corporation and, assuming J am right, that would be in the total. 


By Mr. Macdonnell: 


Q. Where would the list of these surplus war assets be found?—A. In their 
report. 


By the Chairman: 

Q. It comes to our committee through a report in the public accounts of 
the War Assets Corporation—aA. No, they table a separate report. 

The CuatrMan: But we have their balance sheet in the public accounts? 

Mr. Macponneutu: You have their statement apparently on page Y-90. 

The CHairMAN: Page Y-92 shows the “Statement of Government of Canada 
net equity in the Trust Assets”. Those assets, we know, are being administered 
or are held for sale. On page Y-92 is shown an item for the surplus crown assets 
of the Dominion of Canada. So in the year the sale is made, normally it should 
appear under that item. War Assets issues a separate report which we are not 
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called upon to study in this committee but since we have the balance sheet 
before us, we can call the officials of that corporation before us. I came back 
purposely to that because I would not like it to be circulated that these amounts 
are not included in the government reports anywhere. Let us refer to the 
public accounts for the year you think the building has been sold and look it up. 


Mr. MacponneELu: But do you not think it would be reasonable in this 


huge volume, which is supposed to give us a picture of our position, that it would 


be convenient and sensible to list these assets? I'am only raising now a question 
of convenience. ; 


The CuairmMan: You are asking me? If you want just my own opinion, 
I think if we had the details of all these crown corporations, it would require a 
very large volume indeed, but I have no objection to call these crown corpora- 
tions to discuss their figures which are in their reports. 

Mr. Macponneiu: I want to refer back to this item on the top of para- 
graph 111. 


The CHarrmMan: My own point in speaking on this was to dispel the idea 


_ that these figures could not be obtained anywhere. They are somewhere and 


we have a right to bring them before us. 
Mr. MacponneLtL: You are making an assumption. 


The CuHarrMAn: We have it in black and white, but in the report for the 
year it was sold. 

Mr. Macponnetut: When you say you have it in black and white I think 
you are assuming. 


The CuHatrMan: We have the total. These people are responsible; they 
do not subtract from the total. Their books are audited. 


Mr. Macponne.u: Going back to the item at the top of page 11, the auditor 
general thinks that there is a record of that and I have no doubt of it either. 
but it still remains a fact, as I see it, that after this is passed, the situation is 
just as he describes it, that after passing the item we have passed some legisla- 
tion also because from that point on, we have no control of any kind over the 
disposition of that money. They can spend it in any way they like, and here we 


have a substantial sum of money involved. 


The CHAIRMAN: Let us consider a deal that they are contemplating. I 
understand. that at The Hague there was a building that was given over to the 
Canadian government by the Dutch government in part payment of some debt 


that the Dutch government owed to the Canadian government. I do not know 


whether it is in the record, but if that payment was accepted, that fact would 
appear in the report of that department. 

Mr. MacponneEtu: What I cannot understand, Mr. Chairman, is that here 
in Canada we exercise a considerable amount of scrutiny over a building costing 
$100,000, but here we are spending millions and exercise no scrutiny whatever. 
Now, why should it be that way just because that money is being expended. on 
the other side of the Atlantic? There is something I have not been able to 
understand. 3 

The CuamiRMAN: These assets cannot be collected in total, that is an 
impossible thing, and whatever we can get for them, which ever way we can get 
it, is a good thing. The main point is that it would have to be reported on by 
the department. 

Mr. Wricur: But the point is this: we have no control over the expendi- 
LULO Si, : 

~The CuairmAn: You are called to vote on that when you consider item 67 
of the estimates. 
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Mr. Wricut: But if we were going to purchase an embassy in France, 


parliament should vote that amount for the embassy. 

The CHarrRMAN: Under this we simply vote a $1 item and on the basis of 
that one dollar item we may use these blocked currency funds. There may be 
collected only $50 million of the total $67 million. If we collected only $20,000,000 
it would be a success. , 

Mr. Wricut: But it is $20,000,000 over which we have no control. Whether 
we buy a $1,000,000 building in Paris or Yugoslavia or in any other country, 
it seems to me that parliament that a department has only the right to spend 
a certain amount in those countries. We should not say “Well, here, we are 
giving you a blank cheque to go there and buy anything you want—’'that is 
going too far. 

The CHAIRMAN: I cannot agree that it is a blank cheque. 

Mr. Wricut: It is, if we are giving the people in external affairs the right 
to carry on negotiations to try and secure part of a debt that a certain govern- 
ment owes us, and which we have written off in our books. 

Mr. Bentpickson: As I understand it we have not written them off. I think 
we have entered into formal agreements with them to forsake a certain part 
of those debts. | 

Mr. Rosinson: Would there not be some question as to Canada’s legal 
right to collect those amounts in view of the fact that, as I understand it, at the 
time some of these moneys were advanced there was no civil government in the 
country concerned? Would there not be a question as to whether Canada had a 
legal right to collect those amounts? 

The CHAIRMAN: I think that most of the amounts were recognized by the 
governments concerned after negotiations. 

Mr. Rosinson: Subsequently. 

The CHAIRMAN: Yes; there were agreements between the government of 
Canada and certain other governments about the amounts that would be 
recognized as owing. 

Mr. Rosinson: That would be subsequent recognition? 

The CHAIRMAN: Well: evidently, because although there might not have been 
civil governments when the moneys were paid out, agreements were entered 
into between the government of Canada and the governments of these countries 
concerning the amount that the government of Canada claimed. 

Mr. Rosinson: But we had nothing until that recognition took place. 

Mr. Lancuors: The recognition only took place a few months ago. 

Mr. MacponneLu: There may be all kinds of difficulties in connection 
with collecting but the plain fact is that we did get the amounts. 

The CHAIRMAN: Did we? 


Mr. MaAcponnELL: Yes, Mr. Sinclair was over getting money and I under- 
stand that he got quite a lot. What I am complaining about, or rather asking 
about, is that so far as I can se, when we got that money, we have by this 
appropriation—or whatever the proper word would be—put it out of our power 
to have any control over it. The money is now under the control of the Depart- 
ment of External Affairs, and, although they may be very wise people in 
making business deals that is not their business. 

I say that I am completely unanswered on the point Mr. Wright makes— 
why we should not follow the same basic principle in Europe that we follow 
in Canada. They are the same kind of people over there; although it is not 
the same kind of money, it is, after all, money. 
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The CHAIRMAN: You say that a substantial amount of that $67,000,000 
has been paid to Canada. Let us ask the Auditor General if he knows the 
actual share or amount of that $67,000000 which has been paid to Canada 
or deposited to the account of Canada in foreign currency abroad? 

The Witness: You have put me in an awkward position because you are 
asking me for my memory of the accounts of 1948-49. I do not recall the state 
of the accounts then but I know that we have got money since because the 
comptroller told me that he had trouble getting cheque forms from one country 
—they had been lost—but they have turned up and I assume we have received 
money. As to the particular amount I do not know, because I have not got the 
balance sheet. 

The CHAIRMAN: The public accounts were before the committee last year 
but no such questions were asked. 

Mr. Browne: The same amount was voted last year. 

The CHAIRMAN: We sat last year. 

Mr, Macponnetu: We did not have much time last year, you will recall. 

Mr. Fuurorp: I understand that certain of these countries’ debts to the 
United States were completely written off. However, I understood that settle- 
ment with us was to be made in local currency and the understanding was that 
the money should be used for the purchase of assets in those countries. 

Mr. MacponneLu: There is no dispute about that; that is what it says here. 

Mr. Wricut: But why should we give a blank cheque in the case of a 
particular country, which will, in effect give somebody the right to buy so 
much— 

The CuarrMan: If we are in the process of negotiation, in a particular 
country, it may be that we do not know how much a certain building is going 
to cost. To that extent there must be a blank cheque because it is not known 
whether the proposed building will cost $25,000 or $150,000. 

Mr. WrigHt: When we spend money on the purchase of an embassy in 
a foreign country we should put a limit on the amount for the particular 
embassy. If we do it this way we put no limit except ett the amount 
that stands to our credit in that country. 

The CuHarrMan: It cannot be done in any other way but atk that currency. 

Mr. WricHT: Parliament should at least limit the expenditure. 

Mr. Lanetots: With the fluctuation of foreign currency I do not know 
whether you would be able to vote an exact amount because you do not know 
what the cost would turn out to be in the long run—as a result of the fluctuations 
of foreign currency. 

Mr. Isnor: I wonder if the witness could answer this question—with all 
due respect to yourself, Mr. Chairman. It might enlighten us if he gave the 
background of the conditions of the loans, when they were first made, and the 
conditions under which they are likely to be collected. 


The CHairMAN: They were not loans? 


By Mr. Isnor: 
Q. Advances then.—A. The situation is that during the war there were 
several armies involved in the freeing of Europe. Canada, as one of the 
countries, was regarded as being responsible for a certain percentage of the 
amount—my recollection is it was something like 5 per cent —and we will 
say that was the figure. Therefore, when the total was established, we then 
became entitled to 5 per cent of what might be recovered. 
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Now, as was stated, I do believe that the united Beaten has written off 
certain of the amounts owing to them. I do not know that for a fact but I have 
read it in the papers. Then, the various countries concerned negotiated agree- 
ments with the debtor countries. These things take some time to work out. 
I should say that there was no agreement at the time except that these things 
are covered by military law. When a country is freed, the people concerned 
are supposed to reimburse those who helped them recover their freedom. If 
you are thinking, Mr. Isnor, in terms of a bond or anything of that sort— 

Q. No, Iam not. I[ just wanted you to put on the record the purpose of 
those advances. My second question is as to the likelihood of repayment and 
whether negociations have recently been carried on for the purpose of procuring 
a refund of those amounts?—A. Well, speaking without specific knowledge, 
I am satisfied that external affairs and the Department of Finance are carrying 
on negotiation constantly to try and recover as much as they can—but you 
would have to ask the question of those departments. 


By Mr. Wright: 

Q. I thought some of those funds resulted from the sale of physical assets 
of the Canadian army at the close of the war?—A. I think we had some black 
market currency that we had accumulated at the end of the war. I covered 
that matter in my report a number of years ago. 

Q. Are funds resulting from those assets included here?—A. No, sir. The 
answer to your question is that the Netherlands government for example, pur- 
chased certain trucks we had there. They paid for those out of their loan. You 
remember that you passed legislation a few years ago authorizing loans to the © 
Netherlands and I think that was taken as cash under the authority of those 
loans—but I would have to check that. 

The CHAIRMAN: Shall we revert to item 17—are you through with that? 

Mr. Macponnge.u: I am content to revert to No. 17. 

The CHarrMAN: Are there any questions on items 17 to 20? 


Mr. Macponne.tu: I want to know where we stand. We have been dis- 
cussing this item and I will repeat, if you will allow me, it will only take a 
moment, what is reported under paragraph 17— 


A matter of particular constitutional concern is the practice of 
legislating by means of items in the Appropriation Act. That is, by 
phrasing the text of an item, parliament enacts in a manner to exempt 
from or override existing legislation, or, in effect, to add to statute law. 
An example is Item 67 (quoted in paragraph 15 above). The $1 is 
inserted in order that committee of supply has an amount on which to 
recommend adoption of a resolution, but the real money to be employed - 
consist of bank balances in various countries. Ordinarily, those moneys 
would be subject to appropriations as are all other balance in Consolli- 
dated Revenue Fund. The effect of this item will be to vest in the 
Crown a right to use the balances, as he sees fit, in procuring and 
furnishing buildings and residences for diplomatic purposes. 


My feeling is this committee should have something to say about it—I feel 
that it is all wrong. If I an incorrect, however, I am ready to be set right. 


The CuatrMan: It will be proper when we are drawing our report for you 
to pot the matter out to your colleagues and to win recognition of your point. 
Today we are asking the witness to give his views—now let us ask the witness. 


Mr. Macponnetu: The only reason I ventured to read that is that it 
seemed to me that we were not all in unison as to what is meant. If everyone 
had the correct grasp of Item 17 as it stands, then it makes a very strong 
submission on which I hope we will act. 
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The CHAIRMAN: Have you any more questions to ask? 


By Mr. Fraser: 

Q. There is nothing in the report to show that these buildings, or residences 
which external affairs might buy in foreign countries, are among the assets? 
There is nothing in the report at all?—-A. No, sir, it 1s not the practice to take 
them in as assets. 

Q. Even if they are in foreign countries? 

Mr. Benipickson: It is not the practice to put them in this volume but you 
said that there would be accounts receivable lodged either with the Department 
of Finance or with the Department of External Affairs until it was decided 
whether the amount was uncollectable or until it was settled? 

The WiTness: Yes. 


Mr. Fraser: All right, then, if one of the properties is sold you say that 
the money is shown as revenue of the department? 


The CHatrMAN: If which building is sold? 
Mr. Fraser: A building in any foreign country. 
The CHAIRMAN: If we get it out of that government by way of these moneys? 


‘By Mr, Fraser: 


Q. Even if you do not get it out of these moneys; if a building was sold 
by external affairs because they thought they should have another what would 
happen to the money?—A. That would be deposited to revenue and spending 
of it would be only by appropriation—subject to authorization of parliament. 

Q. But it would not show where the money came from?—A. Yes, it would 
be shown in the breakdown of the Department of External Affairs as proceeds 
of sale and, on a big item like that, they would explain what it was. 

Mr. Isnor: No portion of that $67,000,000 is mentioned in paragraph 11 
In your report? 

The Witness: No, that is a different thing. 


By Mr. Langlois: 


Q. Mr. Sellar, is it not a fact that at the time this vote mentioned in 
paragraph 15 was presented to parliament, Canada had not obtained recognition 
of the debt from the governments concerned? In order to be able to use this 
money to buy materials or to buy buildings in the foreign lands, it was neces- 
sary to obtain from parliament permission to use the money. Is not that the 
reason why the vote was worded that way’?—A. Well, sir, you have to keep 
in mind this particular memorandum which you have before you, which deals 
with the practice of putting items in the Appropriation Act. That is what I am 
dealing with, namely, with items in the Appropriation Act. Now then, these 
particular transactions are abnormal. Do not let us confuse the situation. 
As I say, these particular transactions are abnormal and if you look at the 
appropriations of the government of the United States you will find a similar 
item in regard to their State Department. But the whole effect of your discus- 
sion shows what I was after when I referred to this thing. This sort of item 
can produce various angles apart from the financial. There are also standards 
items. Take paragraph 20, where I refer to you the annual practice of putting 
in a supplementary item to take care of those members who were absent by 
reason of illness or official business. Rather than do that I think it would 
be better to amend the House of Commons Act and make it standard procedure, 
then you would not need to override your Act. This procedure is very convenient 
in ninety-nine cases out of a hundred; but there may be that one hundredth case 
which presents a little problem to you. 
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Personally I would like to see the Appropriations Act cleaned up a little, — 


because. we have to keep going back looking for votes for our authority. 


Authorities can be so phrased that there is a continuing enactment. It is the — 


amount not an Appropriation Act item which dies at the end of the year; it 
continue to live. 

Q. Was it not necessary before all these transactions were consummated 
with these foreign countries to have such a vote in the estimates?—A. You 


would have to ask the Department of External Affairs as to that. From the — 


financial point of view, I would say no. I cannot see where it would enter into 
the financial point of view, except that we might be put in a better bargaining 
position. But again, that would be policy as to which you would have to ask 
the Department of External Affairs. 


By Mr. Croll: 

@. I do not think that is his point, Mr. Sellar. His point is an altogether 
different one. He points out that no department of government had any auth- 
ority to consummate any deal with these other governments until it had got 
authority to do so from parliament. Is not that a fact?—-A. I do not think so. 


Mr. Laneuois: Yes, authority to use the money for that purpose. 


By Mr. Croll: 
Q. All right, that is it. What do you say as to that, Mr. Sellar?—A. I think 
he is right. 
Q. Is it not a fact?— 
Mr. Isnor: And good business too. 


By Mr. Croll: 

Q. Is it not a fact that at the time we lifted this mythical figure of $67 
millions, we had claims against us from these other governments which were, 
perhaps, in excess of the $67 millions, offset claims?—A. If so, I have never 
heard of it, sir. You might elaborate? 

@. Did not the Dutch government have an offsetting claim against us for 
a large sum due to the black market activities which you referred to.—A. No. 
They just refused to honour. 

Q. Put it your way. The Dutch government merely said: You claim ou 
us a certain number of dollars. We claim from you a certain number of guilders, 
and we are about even steven. And it was necessary for us to negotiate from 
that point?—A. My recollection is this: At that time there was a lot of trafficking 
in Dutch guilders, or whatever it was, and the Dutch government decided to 
clean up the situation and issued a new money unit, and allowed only a certain 
number of days for conversion in to this new unit. I think we said to them: 
You should accept more of that stuff for conversion. 


By Mr. Isnor: 

Q. There is another transaction which you mentioned, I think, a trans- 
action dealing with trucks. As I recall it, that country questioned the merits 
of the transaction and claimed that they did not receive the trucks which were 
intended for them. There was a trade with another country which required a 
settlement, so because of this vote, they were able to carry on negotiations and 
finally to reach an agreement or settlement which was to the benefit of Canada. 
Do you recall that?—A. I do not know. 


Mr. JoHnston: By what amount did it benefit Canada? I mean, what 
financial amount? I do not think it is shown in the public accounts? 


Mr. Isnor: I think it will be there, in time. 
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Mr. Jounston: It may be that Mr. Sinclair could answer the question. 

Mr. Stnciair: I am a member of the committee, and I have been trying 
to keep up on this matter. These were not formal loans to begin with. They 
were actually part of our war effort. It was always the obligations of a 


- conquering army to feed, and to give succour to the people they conquered, with 


the expectation that at some future date, if these countries could make payments, 
that the three contracting countries—I should not say ‘‘contracting’—but the 
three supplying countries, the United States, the United Kingdom and Canada 
would assert their claims. My recollection is that the Americans abandoned 
most of their claims two years ago. The British got what settlement they could 
during the last twelve months; and then we tried to get settlement from these 
countries of what were not formal commitments but were part of our war effort. 
The instructions of the government were to get all we could in dollars, and to 
bring them back to this country. But if we could not get dollars, then we were 
instructed to do the best we could in local currency. 

Mr. Jounston: Would these dollars show in our public accounts? | 

M.r Sinciair: They will show, eventually. 

Mr. Jonnston:-But do they show with respect to any settlement which has 


. already been made? 


Mr. Sincuatr: The only settlement, which was achieved some year or two 
ago, was a joint settlement with the Dutch in respect to the guilder question, 
and I think the marketing question was handled at the same time. Neither 
of them was in the class of formal agreements. Our troops had these forty 
million odd guilders which they had acquired in Holland, and the Dutch did not 
regard them as properly redeemable. So we effected a joint settlement with the 
Dutch to dispose of the claims, both, as a natural sequence of the war. 


By Mr. Johnston: 

Q. Will the amount that we do receive in that case show in the public 
accounts here? Does that show in the public accounts?—A. It will show, Mr. 
Johnston. If it does not show now, it will show. 

Mr. Sincuarr: It will be another year before the settlements are effected. 
The last two or three months will show that some countries have already 
concluded the settlements agreed on while others are in the process of conclusion. 
The aim of the government when they sent Mr. Reid and me abroad was to get 
all the dollars we could; but if we could not get dollars, then to settle for local 
currency. 

The CuatRMAN: As much as you could get. 


Mr. Benipicxson: I do not think anyone quarrels with the procedure as to 
the settlement of the debt. ‘But the important point in my mind is that 
there should be two steps in place of one. What Mr. Wright has in mind, I 
think, is once that statement is made, there should be a further item in the 
estimates showing what External Affairs—or whoever it is—proposes to spend 
the money for, that is, for what certain purpose. We might spend that money 


in a foreign country more easily if we knew that we had currency there and 


that we could not do anything else with that currency. But what I think has 
happened is that parliament is not being asked, specifically, to say they are 


prepared to spend this money in a certain way once it has been settled. 


Mr. Wricut: I understood that a certain amount of this foreign currency 
was used for the purchase of embassies or buildings in certain of these countries. 
But we as parliament have never made any vote to the department of External 
Affairs for the purchase of property in other countries. So it seems to me that 


the business-like way to do the thing would be for parliament to make a vote. 
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External Affairs could come to parliament and ask for a vote, and once they 
have got their vote, they could use this money. But we have put $1 in there — 


these countries without any limitation except that of common sense which, 1 
expect, the parliamentary assistant would use. But common sense is not business. 
There should be a right and a wrong way of doing this. : 
Mr. Srncuair: I had nothing whatever to do in any way at all with the 
purchase of any buildings, equipment or anything else. I was sent over there 


to get as much as possible in dollars preferably, and if not in dollars, then in ~ 


local currency. But there are many of these countries which have no dollars 
except ECA dollars, and I do not think the Americans would permit them to be 
used for the adjustment of these rather doubtful claims. How can you best 
realize for the Canadian people these accounts in terms of lira or other currencies, 
when there are such fluctuations? The people themselves in those countries 
think that the best way to protect themselves against devaluation is to invest 
in real estate; and I think the Canadian government is not unwise, where 
they have blocked currency, to put it into something which will hold its value, 
no matter what happens. 


Mr. Fraser: I do not think anybody has said it was unwise to invest in real 
estate, but rather that we should not do so without the knowledge of parliament. 


The CHAIRMAN: It comes to the same point. The vote of $1 was made 
because we did not know the amount involved in blocked currencies and it 
was a way to signal the deal to Parliament. 

Mr. Crouu: Mr. Fraser says ‘‘without the knowledge of parliament”. Now 
I have the estimates for 1951 here, and I think that the questions asked could 
have been asked in the House of Commons with respect to item 67, and answers 
would then have been given, if answers were available. I think it is page 10 
of the estimates. 


The CHairMAN: That is it exactly. 


Mr. Croutu: They begin on page 10 with item 67. All that is available to 


the members. 


Mr. Macponneuu: Did you ever hear of such a thing as a majority which 
votes things through? 


The CuHarrMAn: Well, Mr. Macdonnell, you can stand up in the House and 
ask any question whereupon the minister will have to answer, otherwise he 
will look as if he did not know his business. 


Mr. Macponneui: And that section giving wide open power would be 
passed. That is what we are questioning. 


Mr. Croxiu: But the majority is right. 
Mr. Macnonne.u: I am not going to assume that the majority is always 


going to proceed to follow a bad system. The auditor-general has pointed out ~ 


to us something in the Appropriations Act which he, in his opinion, and quite 
legitimately so, considers to be a bad thing. I am hoping that nothing which 


has been said gets away from the fact that the auditor-general has pointed out | 


to us something in the legislation which he considers to be bad. Nobody 
questions that. 


Mr. Lancuots: Do they not have something by way of a similar vote in 
the United States? How do they cover that, do they not have a similar vote? 


The Wrirness: I have no idea. 


Mr. Sincuair: That is just the same way as the Americans do it. Every- 
where we went over there we found them occupying properties they had 


and we say to them: go ahead; you can spend any amount to our credit in i 
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4 acquired by purchase out of moneys of this kind. That was about the only way 
they could get anything of value out of those credits and it was out of those 
_ funds that these properties were acquired. 


1. 


Mr. Fraser: Is this the same item, No. 67 there in the estimates for 1951? 


_ Does that give the expenditure? 


The CuHatrMAN: That is the same item, exactly. | 
Mr. Fraser: Yes, and I think the whole thing about that, Mr. Chairman, 


is the fact that when a member sees an item like that with the entry $1,. 


it is something to ask for a little information about. You see: the entry there 


: is just $1. 


The CHairMAN: Assuming that you are always your alert self, I am quite 
sure that when you see an item of that kind in the estimates at $1, you would 


lose no time in asking the minister for a full explanation. You will see that; 


you will ask a question and I assume you will get an answer. 
Mr. LANeLotis: Obviously, you won’t get a building for a dollar. 
Mr. Crouu: In the future we may assume that Mr. Fraser will be very 


suspicious of dollar items. 


Mr. Fraser: I am always suspicious of dollar items. 
BROWNE: Can you give us any other illustrations? You have said that 


_ this was an exceptional case, the one you referred to in your paragraph 18. Can 
_ you give us any others? 


The Wirness: I think there is item 65, that is for representation abroad. 
The CHAIRMAN: No, that would be item 66 on page 9. 

The Witness: Yes, in 66—you will see the appropriation there. 

The CHAIRMAN: Gentlemen; order, please. 


The Witness: And down toward the end of the text you will see this, 
“Notwithstanding anything to the contrary in the Civil Service Act or any of 


its amendments”. That has been in there for the last thirty years and I think 


it is a sensible thing to have in there. 
Mr. Browne: You will see further information on that item on the next 


_ page, and I see that comes to $165,000; is that in Canadian funds? 


: 


Mr. Fraser: Yes, and there is an item there on page 114 which contains 


these general terms— 


The CuatrmANn: I am sorry, that is outside the scope of item 67? Does 


your question relate to the paragraphs now before us for consideration? 


Mr. Fraser: I refer to item 65. 
The CHatRMAN: Item 65 is for passport office administration. 
The Wirness: As to that $165000 to which you referred, that is in 


- Canadian dollars. 
gy Mr. Browne: Those are the only two illustrations of which you know? 


-§ 


The Witness: I could give you a lot of illustrations. You see, I have 


_ opened the*book at page 9, vote 63. You will see there that you are authorizing 
~ $2,000 additional to the chairman and two members of the Civil Service Com- 
mission over and above what the Civil Service Act right now says. If you 


want me to go through the book I could point out a lot of cases of that 


_ kind to you. 


Mr. MacponneE.u: That is the only illustration of salaries being increased 


in that way? 


ce) 


The Wirness: That is an increase in salary of $2,000 a year. 


Mr. Browne: That goes on every year? 
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The Witness: That is a matter for the government to decide when iti 
brings down its estimates, sir. 
The CHAmRMAN: Have you any other questions on items 17 to 20? 


By Mr. Macdonnell: 


Q. This raises I think the whole question of statutory appropriations which 
I think cover now about $1,100,000,000 and I wonder if Mr. Sellar has any 
general observations to make on that. I realize that there are statutory 
provisions—interest on the public debt and so on. I was wondering if there 
are other similar items and if you would like-to let us have a list of them? 
For example, I believe that we still pay out sums—whether they are wise or 
not I do not know—for the International Waterways Commission which was 
authorized twenty or forty years ago by legislation. I mention that just as 
an example.—A. That is the only one. That was our first international body 
and parliament in its wisdom appropriated in some detail in that Act. For 
example, it fixed the maximum salaries to be paid to any of the commissioners, 
the total maximum amount that could be spent under this authority, and the 
maximum salary that could be paid to the secretary, all of that is set out 
in the Act. Well 1910 and 1950 are forty years apart, and so as to permit of 
appropriate adjustments it might be a convenience if that Act could in some 
way be revised and provision made for financing out of annual appropriations. 


There is a maximum of $75,000 that can be spent in the year under that. Some. 


years ago when we had the famous Smelter’s case a special vote was taken to 
cover the excess cost that year. I think in due course that Act will have to be 
opened up and some changes made in it, but that is the only one I can think 
of offhand. 

Q. Do you not think if that were not statutory, it had to be voted every 
year, that that would open the whole matter up for discussion, the whole 
matter of waterways; and that that might be of interest, that it might be 


worthwhile having that discussed? I raised that question once.—A. My reply , 


to that, sir, is that it can be raised on the vote for External Affairs, because 
that is what 1t comes under. 

Mr. Crouu: Is that the only vote you can remember that took legislative 
form over forty years ago? 

The Witness: No, there are some others; theres are two others. We in 
the Civil Service never want to give up our rights to spend money, sir. 

Mr. Fraser: Are there other votes which are governed by legislation which 
were passed by parliament? 

The CuatrMan: Mr. Fraser, does that come under the items 17 to 20 which 
we are now discussing? If not, we agreed to deal with those items now and 
I think we are bound to follow out the procedure which the committee decided 
upon. We sare now on the items from'17 to 20 inclusive. If your question 
does not deal with those items we will come to it at the end of this brief when 
the whole matter will be open for general discussion of any matters of interest 
which may arise. I do not think at this point any matter should be brought 
in which does not relate directly to the paragraphs under consideration. 7 

Mr. Fraser: This deals with legislation, and I just wondered what Mr. Sellar 
had to say about it. 

The CuatrmMan: As I said, if it does not come under the items 17 to 20 
inclusive, it is not in order at the moment. I think we have finished with items 


17 to 20 now. Shall we go on to item 21? Are there any general observations | 


you would hke to make on item 21, Mr. Sellar, before the general discussion 
opens? 
The Witness: No, Sir. 
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The CuHamrMAN: Have you any questions, gentlemen, on item 21? 
Mr. Fraser: Wait now, Mr. Chairman, I think my question comes under 
hitem 17. : 
The CHAIRMAN: Under item 17; let me take a look at that, please. 
Mr. Frasrr: It comes under that item. 
The CHatrMAn: You mean that you want to deal with one of these votes 
by legislation; you mean that appropriation of money in that way by-passes 
government. responsibility? 
| Mr. Fraser: Well, not in this case, it does not even come to parliament. 
The CHAIRMAN: Well, this paragraph 21 is the last item in Mr. Sellar’s 
submission. I suggest that we go on and deal with this paragraph 21 and then 
after that has been disposed of we will be open for general discussion. 
Mr. Fraser: All right. 
The CuatrMAn: Have you any questions, gentlemen, on this item? 
Mr. Macponne.u: Yes. 


21. Revenue Producing Services: Earlier in this memorandum reference 
was made to the British Public Accounts and Charges Act which was adopted 
In 1891. The causes which prompted its adoption, in my opinion, now exist 
in Canada. It requires only a cursory comparison of Estimates of forty years 
ago with those of today to appreciate that the evolution into what might be 
described as the Public Service State has resulted in a tremendous expansion 
of governemental activities into categories which are commercial in nature. 
For that reason, it is suggested that the long-established rule that Revenue 
may not be used until appropriated may merit review. Parliament might be 
in better position to evaluate the necessity of various Estimate items were 
service income directly associated with expenditures resulting from performing 
the services. A ready illustration is the Post Office. Items 269-274 will 
appropriate $85,662,757. Practically all of that will be applied in providing 
services for which the public makes payment. The result is that Post Office 
is generally self-supporting. For this reason, the interest of Parliament is 
not so much in the millions handled, but in the anticipated profit or loss. If the 
profit may be substantial, the charges to the public may merit review; if a 
deficit is forecast, the efficiency of the Department is at issue. Consideration 
might be given to evolving a new method of financing such activities. If a 
practicable solution is found, it should encourage officers to make servicing 
activities self-supporting in order that continuance, and perhaps expansion, 
‘of the work be assured. It might also bring to light some services which 
departments consider important but which, when tested by public willingness 
to pay for, might be found to be unnecessary. The proposal is not original; as 
stated in para. 8, a plan has been in operation in the United Kingdom since 
1891. The English plan may not be the one Canada should adopt, but their 
experience provides a starting point. 

Mr. Macponneuu: I would like Mr. Sellar to make one or two general 
observations about that. I presume that this includes Crown corporations, and 
a presume it would include also the Post Office department. What are the other 
‘Tevenue producing services? 

The Witness: Well, there are a lot of them, sir. I scribbled down on the 
edge here some of them Heretie I knew somebody would ask that question. Some 
of them are big and some are small. There is the weights and measure service; 
trademarks, patents and copyrights; the Board of Grain Commissioners; such 
activities as community pastures, P.F.R.A.; there are the various inspection 
“services of the Department of Agriculture; there is the passport office; the mint; 
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there is the sale of fur seals, which the Department of Fisheries gets; there are 
the law reports of the Supreme Court and the Exchequer Court; there is admin-_ 
istration of towns such as Banff and Jasper where we provide all the municipal 
services; there is the money collected in connection with sick mariners, and the 
payments that we make for sick mariners; there is the Canada Gazette; there 
are the drydocks which the Department of Public Works operate; there are 
the various agreements where the R.C.M.P. provide police service for the prov- 
inces in return for payment; there are, the grain elevators operated by the 
government; there is the cost of the gas inspection service of the Department of 
Trade and Commerce; there are the airports, such as Malton and Dorval; 
there is the inspection of steamships carried out by the Department of Trans- 
port in return for fees; there is the government telegraph service—that is the 
group that I wrote down, I did not try to make an exhaustive list. 

Mr. Lancuois: What about the National Harbour Board? 


The Wirness: That is a separate body entirely. 


By Mr. Fraser: 

Q. Take the Post Office Department, Mr. Sellar; is it your opinion that the 
Post Office would be a paying proposition if it had to pay’for the buildings it 
occupies?—A. I do not know, sir, because nobody has ever calculated what the 
value of that is. 

Q. Don’t you think some record should be made of that so that they would 
have a better idea of what the service costs them? 

The CuarrMan: The Public Works would have a record of that. 

Mr. Frasrer: I know, it is done by the Public Works, but we never have 
an opportunity of finding out what that costs the department or the country. 
Of course, Public Works builds the buildings. 

The CuHarrmMan: When that was up for discussion the other day the aregu- 
ments brought forward were that no department should be given permission to 
erect any buildings except the Public Works Department and that they should 
be the ones to keep them up. Now you want the Post Office Department to be 
accountable for them, to pay for the space they use, the buildings they use, © 
and to show that cost in their balance sheet. 

Mr. Fraser: I know the Public Works Department erect them and take > 
care of them, but I think there should be a charge against each department for 
that kind of service, particularly in the case of the Post Office Department, 
so that we could have something more like a true position of the cost of the 
postal service. 

The Cuamman: What is your question to Mr. Sellar on this point? 


By Mr. Fraser: 


@. I asked him if he thought that the Post Office Department should be 
charged a rental for the space they use and show that in their balance sheet 
right across Canada so that we would have a better picture of what our postal 
service is costing us in that respect—A. The answer might be this, sir. The 
Post Office Department probably would object to paying rental for buildings 
they are required to use, buildings which are not constructed for the purpose but 
rather for the beautification of the local community; they might say that the 
postal service could be carried on in a much cheaper building. On the other 
hand the Post Office Department has a claim against the other departments — 
amounting to some $4,000,000 a year for mail that is franked, and that would 
cover that. As I say, I have no idea how it would work out, but I think some 
scheme could be devised which would be encouraging to the Post Office — 
Department. 
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ay Would it not be helpful to the Post Office Department to have some 
kind of an account where they would know directly the cost so that they would 
know their overhead? One reason I say that is that I note from the public 
accounts here an item relating to the National Film Board. They have cut 
their overhead from 10 per cent to 5 per cent and that is indicated as a 5 per 


cent saving. How do they know that it is 5 per cent or 10 per cent or 20 


per cent or 30 per cent if they do not know the cost of the building and what 
was paid for it?—A. I will speak about my own department, so nobody can 
complain. I have got free occupancy of space owned by public works, and it 
does not worry me at all. If I had to pay for it, I would be more careful about 
my space. 


By Mr. Johnston: 


Q. Let us take the case of the post office in Calgary. There are Ofhees in 
this building that are rented out. Does that revenue from the renting of these 


offices go to post office or to public works?—A. It comes back to the receiver 


general. 
. It does not show up as a revenue for either the post office or public 
works.—A. It will be reflected in the revenue of public works. 


By Mr. Sinclair: 

@. Let me put a simple question to you, Mr. Sellar. If an accounting 
were given of the public works space provided to the post office and the post 
office showed a deficit, how would the post office make up that deficit in future 
years? What would they do?—-A. You are speaking now of inter-departmental 
relationship? 

@. No, Mr. Fraser was suggesting that the post office be put on a business- 
like basis and pay for their space. I say, if they did pay for their space, it 
would be shown they were running at a loss so the post office, not wanting to 
run at a loss, what would they do?—A. They would come to parliament for an 
appropriation. 

Q. Would it not be that they would charge more postage for our letters?— 
A. I think that is quite obvious. 

Q. Which would mean that the people of Canada would be paying for the 
space. So it gets down to an academic problem as far as a public service 
department like the post office is concerned, as to whether the people of Canada 


pay directly through increased postage or indirectly through appropriations. 


Mr. Crouu: A lot of poor people would pay for it. 

Mr. Browne: I want to ask a question in relation to post offices. Do not 
a lot of post offices belong to private people and the government has to pay 
rent for them? 

The Wrirness: There are categories of post offices where the postmaster is 
paid out of the fees of his office and he is required to supply his own 


~ accommodation. 


Byars Cro. 


Q. Those are sub-post offices?—-A. The small ones. 

Q. Are they city bor offices?—A. Not only in the city but more in the 
country. 

The CuarrMAN: The rural districts are all operated that way. 

Mr. Stnctair: There has been a great change in the last year or so. Almost 
but not all country postmasters are paid a salary and their accommodation 
is rented by the government. 
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Mr. Browne: But a portion of his remuneration is specified as being 
say: CuatrMAN: And his rate of salary is based on the revenue of that : 
post office. 
By Mr. Isnor: 


Q. Mr. Sellar, would you enlarge on your item regarding public services, 


say the R.C.M.P.? They receive a certain revenue. How is that shown?— — 


A. That revenue now is deposited as revenue. What I am thinking of is this. 
This whole idea pivots on the idea that why should we appropriate more money 
and show our expenditures higher than they actually need be when we could 
offset. Let us take the province of Nova Scotia. There is an agreement with 
the province of Nova Scotia by which the R.C.M.P. provide so many constables 
at such a rate a year. My idea would be that you would not appropriate the 
pay and allowances for these R.C.M.P. constables in the R.C.M.P. vote. Instead, 
the money that the province of Nova Scotia pays would be credited to that vote. 

Q. Would you not get a clearer picture by charging up the full amount 
and crediting the amounts received from the various provinces?—-A. That is the 
way it is done now. | 

Q. Does not that give you a clearer picture?—A. It sort of inflates your 
revenues and your expenditures. That is the only reason. 


@. At first glance it might—A. The R.C.M.P. is not the best example 


that I could use by any means. I am talking of a commercial thing rather than 
this. 

Q. Would you take another one? You mentioned the R.C.M.P., and that 
is why I picked it out.—A. Take weights and measures, gas inspection service. 
They are self-supporting services. They do not cost the tax payer a cent. Never- 
theless you have to appropriate $300,000 a year, and the $300,000 comes in on 
that revenue. $300,000. plus some other money comes back to the government 
and we show an operating surplus in that particular department. 

Mr. Srncuair: The net effect of that, spread over all government depart- 
ments, would actually be to lower the real picture so far as both revenue and 
expenditures were concerned.—A,. I think it would, sir. Remember I am here 
discussing how to improve your estimates so as to bring to light the services 
which are not self-supporting but which might become self-supporting. 


By Mr. Anderson: 

Q. In what way would the grain commissioners show a surplus? I do 
not know much about them, but I am interested to know how they would show 
a surplus?—A. They have a revenue from their grain inspections and so on. 
I think in their average year their revenues run close to $14 million dollars. 

@. Who pays that?—A. The people who ship carloads of wheat. 

Q. Yes, the farmer who ships the grain pays $2 per carload. Would you 
answer the same question with regard to community pastures?—-A. Under the 
P.F.R.A. there have been a large number of pastures opened in the prairie 
provinces which are operated by the Department of Agriculture. My under- 
standing is that each man pays so much per head for the use of that pasturage 
and they derive a revenue of approximately $175,000 a year from that source now. 

Q. Would that revenue be over and above all expenses?—A. The expendi- 
tures are separate; they are not matched against each other now. 

Q. I see. So you could not really say then that that much profit was 
made out of community pastures?—A. No. My argument is that if these two 
were matched together you would see if community pastures were paying 
well or not paying well. 
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Q. As a matter of comment, Mr. Chairman, I think it would help if we 


could have some system whereby we could compare profits against losses? 


| The picture might be a happier one in some cases if we could do so. 


The CuairMAn: I am told that the committee two years ago, under my 
chairmanship, recommended that to the government. 


Mr. Jounston: Maybe we had better recommend it again. 
Mr. Macponneuu: And they did not accept your recommendation? 


The CHArRMAN: Many recommendations are still under consideration. Have 
you any other questions on this item? 


By Mr. Macdonnell: 


@. I have one question to ask, it is sheer curiosity. How is it that Banff 
and Jasper come under government supervision? As I say, that question is 
asked out of sheer curiosity——A. The Banff and Jasper parks, in particular, 
are part of the national park system in which all land is owned by the govern- 
ment of Canada; nobody owns the site on which their building stands. They 
pay a ground rent. We supply the water, lights and garbage collection and 
various other services. We collect the business licences. To operate in these 
places there 1s a small council appointed but generally speaking the control is 
under the Department of Resources and Development. That is why I said it 
might be of interest to know how we are coming out when we are running 
communities like that. 

(. It is a case of the government retaining ownership of all lands. 

Mr. Isnor: If the change were made in connection with public works as 
regards renting space to the various departments, would it not add very 
oreatly to the office machinery to control affairs? 

The Witness: That, sir, is just a matter of opinion that I can express. 
My opinion is, it would add to your cost, of course, but on the other hand I 
think it would cause departments not to be so demanding in space, there might 
be a saving in rent and things like that in some other direction. But, again, 
that is just opinion. 

The CHarrMAN: Any other questions, gentlernen. 

Mr. Fraser: Before we leave that part, I see we have the parliamentary 
assistant to the Minister of Finance here and I wonder if he could tell us what 
the full amount of blocked currency is in Europe? 

Mr. Stncuatr: I cannot answer that. It would take the department some 
time to prepare that information. 

Mr. Fraser: Could you tell us the total amount of the dollar settlements 
effected? 

Mr. Sinciatr: On our war debts. 

Mr. Fraser: On the military releases. 

Mr. Stncuair: I do not know which of these agreements have been finalized 
and which have not, because there would have to be an exchange of notes in 
that connection. At the proper time, when these things are completed I will 
be very glad to make a statement but it is not possible at the moment. 

The CuamrMAN: I imagine a report will be made to parliament and the 
parliamentary assistant can be asked then. 

Mr. Macponneuu: I would like to ask a question. We are not here 
conducting a class in accounting but it does seem to me that this is an important 
question. Here we have some twenty enterprises which are carrying on, earning 
a lot of money, like the post office, drydocks, and others, all earning a great 
deal of money. Now, I would refer to what Mr. Howe said about the way in 
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which we keep our accounts, when he said: “We Just take what comes in and — 
call it revenue and what goes out we call expense.” Of course, no person would 
dream of doing anything like that because a firm doing that might find itself 
bankrupt. I think it is “worthwhile considering what is the proper thing to do. 

The Cuarrman: Your question is directed to Mr. Sellar for his opinion, 
I suppose, because the proper time to express our own views is when the 
committee discusses the advisability of that item in the report. At the moment 


this is an academic discussion. We have a witness now. Ask your questions — 


to the witness. 

Mr. MacponnELL: Would it be true to say that in all these cases, we have— 
I do not use this in an offensive sense—not called on the department to pay 
their true costs. We have the case of the post office, we have other cases here. 
Is it, generally speaking, the case that there is no department where really 
there is an attempt to carry the thing on along ordinary business principles? 
I think in some cases it would be money well spent. The post office has often 
come up as a case in point, and there are some others. All these would be- 
large enough to consider carefully and I would like to have the auditor general’s 
opinion as to what is wise. .I noticed Mr. Sellar saying in particular in regard 
to his own department that if he was called upon to pay rent, he would not 
ee so much office space. 

» StncLair: Did you say that, Mr. Sellar? 

a Witness: Well, I hope not exactly that way. 

Mr. Sinciatr: You did not say that. I was listening to you. You said 
you would be more careful in your requirements of office space. I think that is 
what you said—you said you would be more careful. 

The Witness: As I remember it, those are the words I used. 

In reply to Mr. Macdonnell’s question, the counterpart of this committee 
in 1947 discussed this question at considerable length and had me file two or 
three memos on the subject. You then recommended in your report to the 
House of Commons that the appropriate authority should take into considera- 
tion the general situation of providing service between departments without 
charge, and also this matter of handling revenue from self-supporting services 
or services which might become self-supporting. The situation is this: in 
the speech from the throne it is indicated that the intention is to bring down 
legislation revising the Consolidated Revenue and Audit Act. I do not know 
what is going to be in the revision but I would suggest, with all due deference, 
that it might be prudent to suspend judgment on this until the government 
brings down the revision. 


Mr. MacponNeELL: I was hoping you would say that it would be prudent 
for the government to suspend its action until we got through. 


By Mr. Sinclar: 


Q. On this matter of charging for space, Mr. Sellar has intimated that some 
civil servants may be what the army calls “empire builders” and they want to 
have as much space as they can. He says if they were charged in their: 
accounts and had to show those charges they might be more careful in their 
requirements for accommodation. Just imagine “what would happen if the 
head of the patent office was billed for his accommodation at Bank street rates. 
He would probably say, “If I have got to pay that kind of rent, you have got 
to give me better space.” In that office they are certainly working under 
conditions which an ordinary business firm would not tolerate. If a business 
firm had to rent that space they just would not occupy it. In that way it 
might cost the taxpayers more money.—A. There is one angle which you have to 
keep in mind. It is that the passport office is under the Minister of External 
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Affairs and the public works department is under the Minister of Public Works. 
Both ministers are members of the cabinet and it is the government as a whole 
that is operating the business of the country—not one particular department. 
The government tells these people to occupy certain space and there is nothing 
that they can do but just go where they are told. 

@. Whether it is suitable or not?—A. The rent would be based on the 
value of the accommodation. 

Q. That is the only point I hoped to make.—A. That is why I ask whether 
it would not be prudent to see what the government is proposing by way of 
revision of the Consolidated Revenue and Audit Act. Public works, for 
instance, is required to supply our filing cabinets and that means we escape a 
little expenditure or that makes us careless in what we ask for. I will say that 
I do not make certain that every drawer in our filing cabinets is being used 
before I requisition public works for another one. 

(. Yes, but even so far as filing cabinets are concerned, the position is 
very different from that of an ordinary business. No department can clear its 
files for thirty years back because some honourable member of this House is 
likely to ask for information in those very files. That is another reason why 
you cannot compare government business with ordinary business. What actually 
might be good business ordinarily is not good practice in the government 
service.—A. I agree with that and that is why I hope a revision of the 
Consolidated Revenue and Audit Act will be taken into consideration. 


By Mr. Langlois: 

Q. Would not this system of each department paying for its own premises 
involve a terrific amount of work? Department of Public Works would have 
ta keep accounts of what they were making from these buildings; and the Post 
Office, for instance, would have to keep accounts of how much they are paying 
for rent. Is not that rather like the case of a man rendering accounts to himself? 
Tt would be just like me setting up accounts for what I spend in the kitchen at 
home and for whatever my little boy spends at school. I would be rendering 
accounts to myself for no purpose at all——A. In this memorandum I am saying 
that the revenues and appropriated expenditure should be matched—whether 
vou go beyond that is a matter on which I would like to see the pov enue ans 
mind before I form an opinion of my own. 

@. Well, the Department of Public Works would have to et oe whether 
they were charging enough rent for these buildings and they would have to 
keep accounts and, if you were going to do that on a proper basis, I am afraid 
you would need additional staff. We would have accountants running from one 
end of the land to the other checking on the rentals, and it would involve 
additional charges to the civil service. 


Mr. Browne: I do not think that Mr. Sellar goes that far? 


The CHarrMAN: That was a suggestion made by Mr. Fraser—not by 
Mr. Sellar. 


Mr. MacponneE.tu: We have not dealt with Gua corporations and I asked 
for some information on that but I do not think Mr. Sellar answered. 


The Witness: Crown corporations already use their own revenue for their 
own expenditures. 


The CuHatrMan: Gentlemen, we have finished with the memorandum of 
twenty-one items. Before we leave it are there any questions to be asked 
of the witness, not on things on which further discussion will take place in the 
committee as it considers his report, but are there questions to be asked of the 


witness on points which anyone may have overlooked. 
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Mr. Fraser: I asked Mr. Sellar what he meant when he was speaking 
to the Senate committee and he said that legislation is an item in effect — 


enabling a department to by-pass parliament. You made a statement to that 
effect? 

The Witness: Parliament consists of three bodies: the House of Commons, 
the Senate, and the Crown or the governor general. The supply bill we do know 
reaches the Senate on the last day of the session. They have the total of it 
before them and they do it that way. It is reasonable to assume, regardless of 
what rights they may have, that the Appropriation Act must be accepted as it 
is by the Senate at that time. 


The CuarrRMAN: Have you any other questions? 


Mr. Isnor: Yes, I would like to ask a further question on this $67, 000,000. 
Mr. Sellar, in your public accounts you audit and set up the balance sheet for 
the government showing the assets and liabilities and the net debt and so on. 
You know of this $67,000,000 item. Why can you not, and I am only seeking 
information, show that in your balance sheet in some form or other—as I 
suggested perhaps in suspense?—A. I do not prepare the balance sheet, sir, 
I certify it. 

Q. You certify it?--A. The Deputy Minister of Finance prepares the 
balance sheet. He submits one to me for certification and I certify it subject 


to such qualifications as I make in my report. So I set out in the report that | 


the $67,000,000 was not shown. 

Q. And would you not suggest to him that the $67,000,000 should be shown? 
—A. Anything in regard to that is within his discretion. I think he would 
be foolish to show it as $67,000,000 because it is not really $67,000,000. 

(). Except, as I suggest. 

The CHarrRMAN: As he says it is not $67,000,000 and it en lead a lot 
of people to believe that it really represented that amount. 

Are there any further questions? 


By Mr. Macdonnell: 


Q. Perhaps Mr. Seller could help me. You remember that I referred to 


the Canadair factory and I have since found Mr. Howe’s speech on the point. 
He says that Canadair will pay a fixed annual rental of $200,000. At that 
time we thought we were going to find a statement called surplus crown assets. 
I have sent down for that but they tell me im the library that they only have 
the War Assets Corporation statement and I have not been able to find just 
what is in that statement. There is no help there and I will have to look 
further—A. They do not lst the companies by names—War Assets groups 
them under a total. 

Q. Where do we get the breakdown?—A. You would have to get that from 
War Assets. 


Mr. Crotu: Or by way of a question in the House—by asking on the | 


order paper exactly how the figures were made up. They always answer, 
you know. 
Mr. Macponeu: In time. 


The CuarrMan: You are interested in one building but you can imagine 
how many buildings War Assets have disposed of or still remain in their hands. 


Mr. Macponneutu: I would not think there would be so many. 
The CuHarrmMan: There is an enormous number of them. 
Mr. Macponneuui: Well, I will inquire. 


Mr. Brenipicxson: I am not worried about the record not being available 
but I am concerned about the system used here to by-pass parliament and to 


PUBLIC ACCOUNTS 121 


which attention has been drawn by Mr. Sellar. I think if we are going to buy 


something in Europe that we should be given an opportunity to consider it. 
Mr. Croutu: Does not Mr. Sellar say that was a most abnormal bit of 
business? 
Mr. Macponneuu: No, he did not. 


Mr. Croutu: He did—that is his term, not mine. Did you not say that, 
Mr. Sellar? 


The Witness: Yes, I said that it was an abnormal situation. 
Mr. MacponneEtu: You did not say the practice was abnormal. 
Mr. Croutu: He said it was an abnormal situation. 


The CHatrmMan: Do you infer that Mr. Sellar said the paying of the $1 
authorizing the government to spend $1,000,000 is a usual thing? 


Mr. MacponneELu: No, that is no doubt the extreme case but I refer again 
to paragraph 17 in which he says that a matter of concern is a a tN: of 
legislating by means of items in the Expropriation Act. 


The CHAIRMAN: Would Mr. Sellar comment on the last point raised by 
Mr. Macdonnell? 


The Witness: If you are referring to the items with $1 opposite them— 

Mr. Macponnetu: I am referring to what you say here—legislating by 
means of items in the Expropriation Act. 

The Witness: There are quite a number of those. I gave you another 
illustration—the providing for sessional indemnities for members who are sick, 
or absent on official business. 


Mr. Hanseuu: I have just one question before we leave and it is of a 
general nature. It is considered in democracies that parliament has a right to 
scrutinize every possible expenditure. That is an argument in favour of 
democracy as against the dictatorship countries. I would like to ask whether 
it is always advisable, however? 

Is it not true that during the war a good deal of money was spent on 
atomic energy, or shall I say on atomic research in respect of the atom bomb 
and that even we, who sat here in parliament through the entire war, knew 
nothing about it. Now how do you account for that? It has always been a 
mystery to me. We had a right to question the minister on every angle of 
expenditure but the money was spent for atomic research and particularly the 
atom bomb but we never found that out. I think it is a good thing and I am 
happy that nobody knew about it, but it has always been a mystery to me how 
it escaped our notice. 


Mr. Brnipickxson: I think there are a lot of things that escape us. 


The Wirness: All those expenditures are reported in the public accounts. 
In the main, the item you are thinking of would be in connection with the 
Chalk River project, would it not? If my memory serves me correctly Defence 
Industries Limited was the contractor. Those payments would be shown as 
being made to Defence Industries and, so far as the acquisition of the Eldorado 
was concerned, the expenditures were shown for acquisition of shares of the 
Eldorado mine. There is no expenditure made that is not shown in the public 
accounts. Every expenditure is in there but the accounts are so voluminous 
that I can understand you would not catch it. The expenditures made at the 
time of construction of the plant would be shown as being paid to Defence 
Industries, or whoever was the contractor. 


Mr. Benipickson: I would be the last one to do away with this practice 
but let us face the thing squarely. Is it always advisable to reveal what is 
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being spent on matters which are secret? I do not know whether Mr. Sellar 
would care to answer a question of that kind. 

Mr. Crotu: That is a matter of policy, Mr. Chairman. I do not think 
it would be for Mr. Sellar to answer it. 

The Wrirness: Accounts are presented by the government. That is, the 
Comptroller of the Treasury, and the Deputy Minister of Finance, compile 
those accounts. My job is to audit them and if I see anything—or rather I 
should say that I am appointed for the more complete examination of the 
accounts and for the reporting thereon to the House of Commons; and if I see 
anything in them which I think merits your consideration whatsoever, then I 
believe it to be my duty to draw it to your attention. Otherwise, if the 
accounts are perfectly in order, whether they be secret or otherwise, and I do 
not see anything objectionable about them—that is if the accounts are in 
-balance, with a reasonable sentence or paragraph as to what they are about, 
that is all I have to do. Otherwise I feel I am under a duty to report it to you. 
But in this case the expenditures, so far as I am concerned, were constructional. 
I knew the purpose because the department informed me of the purpose, and 
asked me to assign special men to make the audit and to have those men 
put under a proper oath for the protection of the country, that I picked safe 
Canadians to do the work, and all that sort of thing. But we knew all about it. 


By Mr. Wright: 

. @. Can you tell me if England or the United States keep special accounts 
to deal with secret work? I mean special accounts which are not submitted 
in the regular estimates to parliament?—A. The President of the United States 
submits a budget. Then Congress writes a budget. But in England, they have 
fewer items than we have here. They run theirs with less than 200, and they 
~ean bulk a lot into them. In England they have certain accounts—and they 
have always had them—that one would call secret service votes. Those 
accounts are audited in the usual way but they are not disclosed in the usual 
way. However, the Leader of the Opposition and a previous Foreign Minister 
are shown those accounts from time to time. That is the constitutional usage 
they have in England. 

Q. It might be that we in Canada are approaching a point, with the 
research work that we are doing, where we should set up something of that kind. 


The CuarrMAN: I think that is a very good suggestion, Mr. Wright. 

The Wirness: There is no secrecy about the actual expenditure. 

Mr, Fraser: Mr. Chairman may we ask at this time questions with regard 
to the auditor-general’s report at the end of the book? 

The CHairMAN: It is now five mintues to six, and if we are through with 
questions on the particular memorandum before us I would like to inform the 
committee that Mr. Sellar, in answer to a request. by a member—I rather think 
it was Mr. Browne—has prepared a further memorandum. Mr. Sellar was 
requested to give us an idea of how the estimates of the Department of 


Agriculture should be presented in the future so as to meet his views which. 


are expressed in this memorandum. He has prepared a further memorandum 
for the committee and it will be circulated to the members. 
I had hoped that the committee could meet tomorrow morning but I 


find that part of the day is taken up by the Old Age Security Committee, and 


that ten or twelve of the members of this committee belong to the Old Age 
Security Committee so I have been asked to have our meeting tomorrow ‘night. 

We could not have it tonight because tonight is taken up with External 
Affairs and I think twelve members of our committee also belong to the com- 


mittee on External Affairs. So, in order to expedite the work of this committee, 
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and in view of the fact that we have much to do yet, and we want to do it 
thoroughly, I would suggest that tomorrow night we take up this new memo- 
randum, which has been submitted by Mr. Sellar; and following that, as has 
been suggested by the Steering Committee and agreed to by the main committee, 
we start on the Auditor-General’s Report, taking it up item by item, in that 
order; I mean, starting at the first and going through to the end with all 
questions permitted and no holds barred. 

Mr. Jounston: May I ask if Mr. Sellar is going to be here to go over the 
report he has submitted in regard to the Department of Agriculture? 

The WiTNEss: Yes. 


Mr. Jounston: I do not see why this committee should sit only at the 
convenience of the other committees? 

The CHAIRMAN: Yes; but the Old Age Security Committee is a most 
important one, and so is the committee on External Affairs. So is this committee 
as well. As I said twelve of our members are sitting on the Old Age Security 
Committee, and the committee on External Affairs so that I think I will be 
forced to ask the members to come tomorrow night at 9 o’clock, since we are 
pressed for time. 

I would like this committee to sit every day this week for one sitting of 
two hours—not three, but just two. So, if it is agreeable, we shall adjourn now 
until tomorrow night when we shall consider first this new memorandum with 
respect to the Department of Agriculture and then the Auditor-General’s report. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Turspay, May 2, 1950. 


The Standing Committee on Public Accounts met at 9 o’clock p.m., the 
Chairman, Mr. L. Philippe Picard, presiding. 


Members present: Messrs. Anderson, Ashbourne, Balcer, Beaudry, Beni- 
dickson, Blue, Boisvert, Browne (St. John’s West), Cauchon, Cleaver, Croll, 
Denis, Fleming, Fulford, Helme, Homuth, Johnston, Kirk (Antigonish-Guys- 
borough), Langlois, (Gaspé), Larson, Macdonnell, Major, Picard, Richard 
(Ottawa East), Riley, Robinson, Thatcher, Warren, Winkler. 


In attendance: Mr. Watson Sellar, C.M.G., Auditor General. 


The Clerk tabled a memorandum addressed to him by Mr. Sellar containing 
a draft of a possible revision in the form of the Estimates for the Department 
of Agriculture. 


Mr. Sellar was examined on the proposals set forth in his memorandum. 


The Committee proceeded to consideration of the Auditor General’s Report 
for the fiscal year 1948-49. 


Examination of Mr. Sellar was concluded on items 1 to 34, inclusive, of the 
said report. 


At 11 o’clock p.m. the Committee adjourned until Wednesday, May 3, at 
4 o'clock p.m. 


a 
> 


A. L. BURGESS, 
Clerk of the Committee. 


127 


MINUTES OF EVIDENCE 


House oF CoMMONS, 
May 2, 1950. 


The Standing Committee on Public Accounts met this day at 9 p.m. The 
Chairman, Mr. L. Philippe Picard, presided. 


The CuHarrMan: Gentlemen, before we start our work I would like to ask 
- any members intending to speak, to speak loudly so that the reporters will have 
no difficulty in hearing what is said. 

Now, when we adjourned last evening it was agreed that we would first 
deal at this meeting with the further memorandum submitted by Mr. Sellar at 
the request of the committee. Mr. Sellar has prepared a brief in connection 
_ with the estimates of the Department of Agriculture describing how he would 
_ lke the estimates of the Department of Agriculture to be worded in the future. 
This memorandum was distributed to all the member sometime ago and I 
suppose it is quite in order to call for questions now. 

Do you have anything to say about this arrangement, Mr. Sellar? 


Mr. Sevuar: No, Mr. Chairman. 


Mr. Watson Sellar, Auditor General, recalled: 


Mr. Lancuors: Mr. Chairman, are we going to follow the same procedure we 
followed on the other report submitted by Mr. Sellar that is, examine it para- 
eraph by paragraph? 

The CHAIRMAN: Yes, we can examine it paragraph by paragraph. First of 
all if there are any comments on the letter sent in by Mr. Sellar appearing on 
page 1, we would like to hear them, and afterwards we will take up the items 
one by one numbered from one to eighteen. 


The Secretary, 
Public Accounts Committee, 


Near the close of the meeting of the Committee on Friday morning, 
April 28th, I was verbally instructed to file with you a draft of a possible 
revision in the form of the estimates, using those for the Department of - 
Agriculture. The object is to give the committee an illustration of what 
might result were a number of the votes consolidated and new texts sub- 
stituted to define purposes more specifically. The figures stated are those 
to. be found in the estimates book. The draft contemplates that the 
sub-headings now appearing in the listing of the votes will be dropped, 
the intent of the new texts being to pivot on the statutes rather than the 
nature of activities. Notice is also being taken of two sections in the Civil 
Service Act: 


12. The Commission shall, from time to time, as may be necessary, 
recommend rates of compensation for any new classes that may be 
established hereunder, and may propose changes in the rates of 
compensation for existing classes. 
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(3) Such proposed rates of compensation shall become operative only 
upon their approval by the Governor in Council, and) when any 


increased expenditure will result therefrom, when parliament. has — 


provided the money required for such increased expenditure. 


42. ‘Temporary employees shall be paid only out of moneys specially 


voted by parliament for the purpose. 


Whether these enactments are now of importance need not now be reviewed. 
The fact is that existing practice makes them inoperative. Until repealed, 
it is assumed votes should set out a maximum which may be spent on 


paylist charges. For that reason only, the intent is that each text will - 


include a maximum for paylist charges. On the other hand, by consolidat- 
ing votes, the department should have more “elbow room” to cope with a 
situation should a necessity arise, after estimates are tabled, for an increase 
in paylist charges. The over-all effect of the present submission is that 
around 20 votes would take the place of 45. 

The proposals now follow. 


WATSON SELLAR. 


cia By Mr. Browne: 


Q. Mr. Sellar says in his letter: 
“The fact is that existing practice makes them inoperative.” 


Section 42 of the ‘Civil Service Act set out in his letter, says that “temporary 


employees shall be paid only out of monies especially voted by parliament for 
the purpose.” 
Is that not carried out? | 
A. No, sir, it will be charged to any allotment that is provided for salaries. 
(). And not for the temporary assistance voted?—A. Not necessarily, no. 


As a rule the effort will be made to charge it to temporary assistance, of course, | 


but you have to bear in mind that that temporary assistance is in the details, 


not in the main vote. 
Q. Yes, I understand that. 


The CHARMAN: Shall we pass on the item 1 of the memorandum if there — 


are no further questions on this letter. 


1. A number of votes pertain to the supervision and direction of the varied 
activities of the department. They stem, in the main, from the Department of 
Agriculture Act, c. 4, R.S., which provides for a Minister and Deputy Minister, 
and then enacts: 


3. (2) Such other officers, clerks and servants, as are required for the proper 
conduct of the business of the department shall be appointed or employed in 
the manner authorized by law, all of whom shall hold office during pleasure. 

But there are at least two other statutes associated with administration: 
The Agricultural Products Co-operative Marketing Act, 1939, and the Wheat 
Co-operative Marketing Act, 1939. Furthermore, because the B.N.A. Act 
provides for sharing the field of agriculture between the government of Canada 


and the governments of the provinces, there are certain expenses, allied with 
consultation, provided for by vote 3. The votes are : 

1. Departmental Administration .............. $ 293,670 

2.7 INFORMATION SOLViCe ym Lanta Ca semiirins Vice 316,495 

3. Advisory Committee on Agriculture .......... 5,000 

5. Seience Service Administration ............ 1,229,750 

16. Production Service Administration .......... 56,015 


23. Marketing Service Administration .......... 162,006 
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oan Aoricultural Heonomics.. 70.3000) oA Oe. 438 225 
29. Marketing of Agricultural Products .......... 100,000 
AMAA EPOGUCTSTBOATC. woulekes ve oki MAIO. 22,000 
ea eciala EPOGUCES OAT! csi ks eeenien es TGS 
AO APTICUUUTaAM Prices Support Act: \.). Vase aes. « 60,000 


In this submission, Vote 5 is grouped under the heading general administra- 
tion. Alternatively, it might be grouped in the next consolidation to be suggested. 
However, regardless of where it is placed, it is suggested that the $984,950 set 
out in the Details of Services (p. 74) for “Acquisition or construction of build- 
ings” should be transferred to a works’ vote (referred to later), and that like 
treatment be given to provision for works wherever provision is made in the 
details. Apart from the sum just noted, the votes are mainly for salaries, travel 
expenses, publicity, printing and miscellaneous administrative expenses. For 
reasons given, they might be consolidated into one reading: 

To provide for the general administration of the Depart- 
ment of Agriculture and for advisory committees; 
but charges shall not exceed $ for pay- 
TNL TROL NE ese UALUEN Uy UUeUTER Rem Ne EE SCO UR eA a $ 


The details would give comparisons of costs in previous years, the salaries 
of the principal officers, the main objects of expenditures with justifying 
explanations, and such other information as is necessary to portray the purposes 
of the vote. 


Mr. Macponnetu: This whole memorandum, I take it, is an attempt to 
group together things which are all of the same kind. The outstanding illustra- 


tion he gives, I think, is where we find in a vote for administration an amount 


of $984,950 for acquisition or construction of buildings. That is on page 2, the 
first paragraph right below the list. 


The CuHarrRMAN: This is just what we have under consideration now. Any 
questions are in order. 


By Mr. Browne: 


Q. The general idea in this statement here would be then to have estimates 
which would show the purpose for which the money was wanted, but the details 
will be given as now?—A. No, sir, I would say the details should be much more 
informative rather than just statistics. They should give what is involved and 
what is the work to be performed so that you have what I would call a picture of 
what the vote is going to be used for. 


By Mr. Macdonnell: 


Q. But should there not be somewhere also a very short note outlining the 
organization of the department? Would that be part of your idea?—A. Yes, sir, 
that would be part of it. 

Q. For instance, in national revenue you do have two or three divisions, do 
you not—excise is one—and would there be something like that in agriculture 
too?—A. Well, of course, you have to bear this in mind, sir, when I was asked 
to prepare this I looked at it from the viewpoint of an auditor. I want to get 
something that can be controlled, that we have no doubt as to what is a proper 
charge to. And therefore, I proceeded on that basis. 

Now then, on the first vote, general administration, I would expect that you 
would find in that vote a general description of how the department is divided 
up and everything else so that you would have an introduction to the whole 
vote. One of the honourable members mentioned the other day that he noticed 
that parliament was leaning towards having a general discussion on the policy 
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of the department on an opening vote. I would think that if such a plan were | 5, 


adopted the practice would be to give a general picture in your opening vote. 
Q. One other question: do I infer from something I see here that your 
estimates to some extent might stem from certain pieces of legislation under 
which they can carry out certain plans, or am I wrong about that?—A. 
Practically every one except the two first votes would stem from the legislation. 


By the Chairman: 


Q. You mean except the ones contained in item 1 and item 2?—A. The 
general administration of the department. You might say it would also stem from 
the departmental Act but in the laboratory service, as far as I know, there is 
no general legislation for laboratory and research work, 

Q. Do I understand that these items, which number eleven, would be grouped 
under these words ‘“‘to provide for the general administration of the Department 
of Agriculture and for advisory committees; but charges shall not exceed so much 
for pay list charges”. Is that the way it would appear in the future, according 
to your plan?—A. That would be my idea. 

Q. Instead of dividing or listing them separately, you would group them 
under these words, but the House would not know, if I may suggest, how much 
goes to advisory committees on agriculture, how much goes for salaries, and 
how much goes for agricultural economics. Do you not think that it might 
take away from the members a lot of information they get now as to how that 
total vote is spent for administration?—A. I will not argue against you there 
because I am not a member and I do not know what a member looks for. I am 
looking at it, as I said, from the viewpoint of an auditor, and control. If I 
were asked to counter your argument I would say that that information would 
be given in the details printed at the back of the book. 

Q. Oh, we still would get the details?—A. Yes. 

@. We would still get the details?—A. Oh, yes. 

«. From your answer I was led to believe we would not get more than that. 


By Mr. Langlois: 

Q. It comes then to a question of wording. In the future you will give 
less detail in one spot and give more in the other. That is all there is to it, 
is it not?—A. I am trying for three things, sir. I am trying, first, to reduce 
the number of votes as I think that would facilitate consideration and be more 
useful in administration if there were fewer votes. My second aim is to seek 
to get a text which defines what they call the four corners of the vote and 
thirdly, I would hope that the details would be more illuminating to the 
members of parliament. 


By Mr. Browne: 


Q. Has this sort of system been the practice in England or in any of the 
provinces, do you know?—A. I cannot say, sir. 


By Mr. Johnston: 

Q. What principle would you follow in grouping them? For example, in 
the Department of Agriculture, there are several places where administration 
occurs. Would you group, on a matter of principle, all the administrative items 
under one vote and then all the building items under another vote. Is that the ~ 
principle that you would use in regrouping them?—A. The answer, sir, could 
be yes or no. You will have to bear with me for a moment while I explain the 
general administration of the department. Specialized services,—I will use the 
experimental farm. Administration of the farms: that would come under the 
experimental farm vote. 
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a Q. Under administration of that?—A. Yes, under administration for that. 
: I am putting all the experimental farms in the country in this vote. 


bs. 
; 


By Mr. M acdonnell: 
Q. Including the administration of the farms, of the experimental farms too? 


By Mr. Johnston: 


Q. Just at that point, under administration of experimental farms, would 
you take all the experimental farms throughout Canada and group them 
together?—-A. Yes, including the stations. 

The CHAIRMAN: I see no objection to that. 


The Witnsss: And the third point relates to construction items. I would 
_ separate the construction items and make them a separate vote, a works vote. 


Mr. Jounston: For all those projects throughout Canada? 


By Mr. Langlows: 


Q. At the end of paragraph 1, after having given an example of the proposed 
consolidation you make the following comment: 

The details would give comparisons of costs in previous years, the 
salaries of the principal officers, the main objects of expenditures with 
justifying explanations, and such other information as is necessary to 
portray the purposes of the vote. 


Could you elaborate further on this last part of the sentence where you 
say: ‘and such other information as it is necessary to portray the purposes of 
the vote.”?—A. One of the items up above there is the agricultural economics 
which is quite a substantial item, and staff is a large item in that amount. I 
would think that the field of economics being such a major activity would require 
a special paragraph in the explanation as to what they are doing in that line. 
Is that what you mean, sir? 

Q. Yes, would it not mean that your details will be very lengthy then?— 
A. They certainly would be longer than they are now. 

The CHARMAN: I see no objection to that personally. 

_ Now the second item deals with votes for laboratory services at Ottawa 
and across Canada. Any questions on this item? 


2. The following votes are for laboratory services at Ottawa and across 
Canada: 


GioAninalmednd Poultrys Pathology. oo fax $ 388,640 
7. Bacteriology and Dairy Research .......... 177,305 
SaebOtanveanist ant, Pathology. <5 Uke. wees 1,343,687 
DeeA OTIC ltrat: @NCMISIIY . sa ase bce gd. cs'« oie 495,320 
RUA Crreultura ern OmoOlOeyts, My yiel. ays seus vce he os 1,546,510 
DAML O Rest cmt URL OLOU Valin argh eh gee iis er 304 S059 wines 1,222,839 


These total $5,174,301, of which $326,035 is for ‘Acquisition and construc- 
tion of buildings” and $73,215 for building repairs, which would be transferred 
to the works’ vote. These services are not, strictly speaking, made necessary 
by any special statutes and could be consolidated into a vote reading: 

To provide for research and laboratory services of 

the department; but charges shall not exceed 
$ FOMMDS VISA CUATEEBi s visttiee wh nel cys oe 


The details would give comparable information to that for the previous 
vote, and, in addition, give some particulars as to locations of laboratories, work 
to be performed, charges for services, etc. 
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Mr. Masor: You are just carrying on from the first item you have given © 
there? 

The CuairMaAn: I think we ought to deal separately with the items, but if 
members have any suggestions— 

Mr. Lanauois: The individual votes will then be substantially larger than 
they are now and when we pass one item or many items quickly we will be 
actually voting more quickly larger sums of money, is that not the situation? 

The CHAIRMAN: It depends on the speed. 

The Witness: That would be so. That would be so but the idea is that 
the checks on your vote would give you longer term control. After you do pass 
the item you would have it right through until it is spent. 


By Mr. Langlois: 


@. I have in mind those charges which have been made on many an 
occasion in the past to the effect that especially during the dying days of the 
session we vote large sums of money and members do not pay enough attention 
to the amounts involved. Now, if we adopt your new system, we will be 
voting larger sums of money in the same short time and there will be more 
grounds for these charges which have been made in the past. 

The CuHarrMAN: On the other hand, there will be fewer items so maybe 
they will be called earlier and maybe there will be discussion on many of them. 
We will not lose time on small items when they are called. 

Mr. Lancuors: There will be no small items. 

The CuairMAn: That is what I say, there will be no small items to take 
up our time in discussion. 

Mr. Macponnetu: Do you not think, Mr. Chairman, that if we have a 
large item which includes things which are related to each other and of which 
we get full detail, that we might meet Mr. Langlois’ criticism by saying that 
we will not have so many items and we ought to be able to deal more intelligently 
with those which we have, I say ought to— 

Mr. Laneuoris: There is another danger. A larger item hae greater possi- 
bilities for not finding all the implications. There will be so many details 
connected with the items that you will not go to the bottom of them. That 
is what I have in mind as the real danger. 

Mr. MacponnELL: You must have a higher opinion of us than that. 

The CHarrMAN: My only question was whether we would get the details 
we are getting now, or more details? I suggest that it is a matter worthy of 
consideration. 

Mr. Jounston: May we ask Mr. Sellar on number 2 what further type 
of details he would give in respect of that item. I see that it is mostly for 
research—entomology, chemistry, pathology—what other details would be 
given on that to enlarge what is already given? 

The CuHatrman: Well you have about four pages of it? 

The Wrrngss: I am just a product of the little red school house and animal 
and poultry pathology, bacteriology and dairy research, botany and plant 
pathology do not mean a thing to me. 

Mr. Jounston: They do not mean much to anybody else. 

The Wrrness: When I turned to the details I would want to be able to 
tell the number of persons employed, what they are planning to spend on 
travelling expenses, how many automobiles they are planning to buy, and I 
certainly would want to know the salaries of the important people. More than 
all of that, I would like to have some idea as to where those laboratories are. 
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j I understand that there are around a hundred. Some of them are here in 


Ottawa; some of them are elsewhere; some of them do very important work. 


_ Now I would like to know where the important ones are, the particular line of 
research being carried on at the moment; the degree of success; and the expec- 
tation of using the results for the improvement of agriculture in this country. 


Those are the kind of things that I would like to have in the detail. 
Mr. JouHnston: At present that is not included? 


The Witness: No, at present you have to turn up the minister’s annual 
report which is for the year previous. 

Mr. Lancuors: Perhaps it is difficult but have you calculated what the 
average vote would be if grouped or consolidated in that manner? 

The Witness: No, sir; I have made no calculation in that way. Frankly, 
a few hundreds of thousands of dollars one way or another are not of as much 
concern to me as to get adequate control—that means something to me. 

Mr. Browne: Would you give the details you are giving now in addition 
to other details? 

The Witness: You have to look at the details this way. Details are a 


matter for the government to decide because they are asking for the vote. The 


government has to justify to the House the amount which it is asking and 
therefore, in this memorandum, I make no effort to say what I think should 
be in the estimates details—I only say what I think should be in the votes. 

The CHarrMAN: If we press that to its logical conclusion we can say 
that the wording of the estimates is a matter of departmental policy. 

The Witness: Yes. 


The Cuarrman: But we just want to grasp the suggestion contained in 


- your memorandum. Mr. Langlois was asking how much would be grouped 


under item No. 2 for laboratory service. It would be $4,370,000, but I do not 


see much objection to the amount if we could get the details elsewhere. 


By Mr. Langlois: 


Q. For example, can you anticipate how many votes you would have in 
the Department of Agriculture to cover all expenses?—-A. Roughly 20 votes 
in the Department of Agriculture. 

Q. That would involve an expenditure of how much in total?—A. $59,000,000 
this year—if round figures will suit you. 

@. So each item would average about $3,000,000? 


Mr. JoHnston: What difference would that make if we got full information? 


By Mr. Langlois: 


Q. You would give more information?—A. Yes. 

Q. Well, if I was the minister I would rather have passed only one item 
instead of twelve items because it is much easier to hide within the four corners 
of one vote; and I could give details for perhaps half an hour and not explain 
all of that one vote but members would be satisfied because I had given such 
a lengthy answer. 

Mr. Macponneuu: You have not got so much room to hide in. 

Mr. Lancuois: Yes, but the places to hide are bigger. 

“Mr. Jounston: I take it that the purpose is not to hide anything, but to 
give information. 

Mr. Laneuors: I am afraid we might be hiding things. 

The Cuarrman: Are there any further questions on laboratory services? 
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Mr. Macponneuu: I do not know that I understand the significance of the 
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sentence which Mr. Sellar uses here in each case—“‘but charges shall not exceed 


blank dollars for pay list charges’? 
The Cuatrrman: To what do you refer? 


By Mr. Macdonnell: 


Q. In each one of these items it says: “But charges shall not exceed blank 
dollars for pay list charges.” Now I understand that you are trying to control 
something?—A. On the first page of my memorandum, I have quoted sections 
12 and 42 of the Civil Service Act. You will notice that the last part of 
subsection 3 of section 12 reads: 

“and, when any increased ONS ie: will result therefrom, when 
parliament has provided the money required for such increased expen- 
diture’. And: “temporary employees shall be paid only out of moneys 
specially voted by parliament for the purpose.” 


Now, at the moment, if those sections are of any importance, the intent of — 


the Civil Service Act was that once parliament has made an appropriation for 
the year for the department, the Civil Service Commission has full power to 
make such adjustments in the organization as it sees fit subject to the approval 
of the governor in council; but it can not make any changes increasing the 
rates, classifications and so on, which exceed the amount provided until parlia- 
ment has provided the money. 

(). Exceed the total amount?—A. Yes, the total amount provided for 
salaries. I do not know whether that section is now necessary; that would be 
a matter of policy. | 


By Mr. Johnston: 

Q. What is the practice now? Is the practice to follow that?—A. I would 

say not. 
: @. Where do they deviate from it?—-A. We have our total vote. As long 

as we have money in our vote— 

Mr. MacponnELL: Do you mean that if half the civil service died you could 
pay the other half twice as much, as long as you stayed within the total? 

Mr. Jounston: They would not even have to die. 


The Wirness: Let us be specific because Mr. Browne is just waiting to 


call me. 

In the Auditor General’s office, in the details before you, you see the salary 
of the assistant auditor general is $7,500. You will see in the memo that I 
filed the other day giving the details of my office that I quoted the salary of the 
assistant auditor general at $8,000. Now, recently, the Civil Service Commission 
reclassified the salary rate for his position and the necessary action was taken. 
He is now receiving $8,000 a year—and that is perfectly legal. Does that answer 
the question you have asked, Mr. Macdonnell? 

Mr. MacponneE.u: I aiink T will say yes, but I mean no. 


The CuHarrMan: The third item is vote number 12, plant protection. 


3. Vote 12, ‘Plant Protection $731,705”, is in a somewhat different category. 
The Public Accounts (page A-14) state it is required for “the enforcement of the 
Destructive Insect and Pest Act”. It is suggested that the text be changed to 
read: 

To provide for the administration of the Destructive 

Insect and Pest Act, c. 47, R.S., and amendments 
thereto; but charges shall not exceed $ for 
Dayiist-charces i Vip wus a ee Oe eee Oia tah $ 


Are there any questions? 
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Vote number 4. 
4. The votes reading: 
13. Experimental Farms Service Administration $ 129,780 


14 Centralolixperimental Farm... 0... 2ees 3 1,868,118 
15. Branch farms and stations and illustration 
SES ULON Smee ii iaiL Sieh ae coi eee: haath ete 5,977,447 


stem from the Experimental Farm Stations Act, c. 61, R.S., as amended. The 
three votes collectively provide for such things as: 


BAI ALICRANUMWAtesr eo uel ace. oa goUre $ 4,263,034 
Acquisition or construction of buildings ‘and 
UCL ami eam eat tetera r nh ues eect OD 1,807,349 
LCQUISINIOM Gh equipmientye reek Os we mie os 493 369 
PUD PHeAPAN CMM Alen AIS lA a ee Tel anise a. Mis 432,706 
Printing and stationery, etchv snot rs ure... hate 237,925 
travels GxXpemeesin. cu. ne hy ene kates sli has eialte bla 237,720 
iB GCE I reloht NCartace meter: vitiiG wi. eas ae 236,180 


The printed details require to be supplemented by taking notice of a sub-head in 
the printed details to Vote 303 (Public Works): 
Experimental Farms and Science Laboratories—replacement, repairs and 
improvements to buildings, $500,000. 


In the main, this sub-head is administered by Agriculture. 


Mr. Jounston: I would just like to ask the object of number 3 as it stands— 
other than to point out that plant protection does not give a true interpretation. 
I take it that it is more intended for the destruction of insects rather than for 
plant protection. 

The Witness: The reason that paragraph 3 makes a separate vote for plant 
protection is that it is now listed under the science service as part of their labora- 
tories. It is not a laboratory service—it is shown as a separate vote. 

The CHAiRMAN: Are there any questions on number 4, the pooling of the 
estimates.on experimental farms. Does anyone need any more information than 
is contained in the brief? 

Very well, we shall go on to number 5. 


5. It is suggested that the provision for construction be transferred to a 
works’ vote and the votes then consolidated to read: 
To provide for administration and operation of farms 
for the purpose of Experimental Farms Station 
Act, c. 61, R.S., as amended but charges shall 
not exceed $ for paylist charges ...... 


The details would be made more illuminating by developing material identifying 
the farms and giving financial information respecting their operations. 


By Mr. Homuth: 


Q. Are you not going too fast, Mr. Chairman? I notice construction here. 
Does not that question come in under the Department of Public Works? Does 
construction on experimental farms come under Agriculture?—A. Well, the 
Department of Agriculture employs a certain number of carpenters continuously 
to do such things as shingling roofs, and so on. That money is appropriated to 
the Department of Public Works but the Department of Public Works has the 
Department of Agriculture act as its agent in doing the work. 

Q. Any large construction would particularly come under the Department 
of Public Works?—A. I think as a rule that the answer is yes, sir, but I would 
have to check that to be 100 per cent right. 
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Q. When you talk about the construction of buildings, as opposed to just A 


general repairs and so on, agriculture would not do any large construction? 
: Mr. Heutme: He is referring to the item for $1,807,000. 
The Witness: [My trouble is that the department does do some construction 
work but where the dividing line is I am not sure. 
Mr. Homutu: $1,807,000 seems to be a very large sum just for repairs. 
Mr. Masor: That would be for numerous works throughout the country 
would it not? 


By Mr. Homuth: 


Q. That is what I want to know. It is a large sum of money if it is for. 


ordinary repairs, but, if it is for new construction, then I think it should come 
under the Department of Public Works.—A. Well, you see you have got me at 
rather a disadvantage, sir, because we are now discussing estimates about which 


he 


I know nothing. I deal with expenditures but these are estimates that will become ~ . 


the Appropriation Act and which I will have to audit twelve months from now. 
As to the composition of that $1,807,000 item you would have to ask the treasury 
board people because I could not give it to you. 

Q. We realize it is a departmental vote and so on but it is a large sum of 
money—nearly $2,000,000. Now, then, you cannot tell me, and no one can tell 
me that is ordinary repairs to farm buildings—whether it is on experimental 
farms or whatever it may be. It would look to me as though it is new construc- 
tion. If that is the case, then it ought to come in under the Department of 
Public Works. I realize that you cannot deal with votes and that you only deal 
with expenditures but I think we should have someone here to say whether this 
is new construction or whether it is just repairs. If it is Just repairs it is a 
tremendous sum. 

Mr. Funtrorp: Would that not be practically ironed out with your suggestion 
of a further breakdown. We would have more detail. 


The Wirness: Yes, my idea, sir, would be to have all of this sort of pro- 
vision in votes taken and put in a works vote and detailed in the same style as 
public works are set out. 

Mr. Lanatois: It would remain under agriculture. 

The Wirness: That, sir, is something on which I have no opinion whatsoever. 


_ The CHatrMAN: Paragraph No. 6 deals. with votes 17 and 18 “Health of 
Animals”. 


6. Votes 17 and 18 are: 
Health of Animals 
17. Administration of Animal, Contagious Diseases 
Act and Meat and Canned Foods Act ...... $3,661,965 
18. Compensation for animals slaughtered .......... 1,091,292 


These could be consolidated into one vote: 
To provide for the administration of the Animal Con- 
tagious Diseases Act, c. 6, R.S., as amended, and 
the Meat and Canned Foods Act, ¢.77, R.S., as 
amended, but charges shall not exceed $ 
Tor spay listecharges ewe. oe ese eee mee Le $ 
Mr. AsHBouRNE: Before you go on, Mr. Chairman, should not paragraph 5 be 
grouped with paragraph 4? : 
The CHatrrMAN: Yes. That is why I skipped it. I thought it had been 
called at the same time as paragraph 4. I am sorry. 


e—— “S 
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Mr. ASHBOURNE: The main saving would be in the number of votes which 
have to be called by the chairman, and I think it would be a very good system. 
I do not think it would eliminate debate on the vote because anybody who was 
interested in the vote, surely when the vote was called, and he wanted to speak to 
the vote, would have an opportunity to do so. I was wondering how long this 
practice has been going on. Has it continued from the original time when the 
estimates were brought into the House, or have there been various changes made 


in tabling the estimates from year to year? I am a new member here and that 


is why I would like to have that information. 

Mr. Homuru: Ever since the Liberals have been in power. 

Mr. Benipickson: It was not any different when the Conservatives were in 
power. 


The Wirness: The number of votes and the terms of the votes have varied 
from time to time. I think the present style of estimates which you have before 
you now was developed in 1938 when the Minister of Finance informed the 


House when he tabled the estimates that year that he was making material 


changes in the hope that he would bring more closely to the attention of parlia- 
ment the costs of the various objects of expenditures, and for that reason he was 
materially adding to the number of votes. That practice has been followed ever 
since then, sir. 

Mr. Homutu: That is why I said ‘“‘ever since the Liberals came into power”. 

Mr. AsHsourNE: I take it to be the job of the Minister of Finance to table the 
estimates, and I understand that the various ministers of the departments have 
their estimates ready to submit to the Minister of Finance. Cannot these 
ministers re-group the various items under their departments without making 
reference to the Minister of Finance or without restrictions or suggestions 
from this committee? 

The Cuarrman: Of course. Any department is quite free to act as it 
desires. This memorandum which is now before us was prepared at the request 
of a member in order to bring to the committee the suggestions of the auditor- 
general as to how he thought these items could be grouped for one particular 
department, namely, agriculture. That is all we are reviewing now. 

Mr. AsHBouRNE: I appreciate that, and I think that anything which 
could be done by the committee to facilitate the accurate auditing—I do not 
mean that the auditing is not accurate now—but which would facilitate the 
committee and which would possibly mean a saving to the taxpayers of 
Canada should be done. 


By Mr. Langlovs: 


Q. Following the previous remarks I would like to point out that I think 
Mr. Sellar said the other day that the responsibility for the wording of these 
estimates was not vested in anybody in particular. So it would seem hard 


to say who is authorized to make such wording. 


By Mr. Johnston: 


Q. May I ask the witness to give us his version on that? Do the different 
departments change the method of wording their votes, or is that the established 
practice which they always follow? I would like to hear the comments of 
the witness on that question?—A. Well, sir, the answer is something which I 
cannot give you because my experience in dealing with the estimates goes back 
almost 22 years. I have been out of the Department of Finance, that side of 
it, and you would have to call the deputy minister in order to find the answer 
to your question. 

61408—2 
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Q. It was my understanding that when you are auditing accounts, you must 
go back to find the authority for those expenditures; and in doing that you 
would certainly have to scrutinize the estimates from each department. The 
question was: can these different departments when submitting their estimates to 
the minister change the wording, or is there established practice which they 
must follow?—A. You speak of my checking for authority. I check to the 
Appropriation Act. I can give you an example. <A great many years ago 
there was a department of Indian Affairs. That department wanted to change 
the style or the language of their vote. I was then in the Department of 
Finance and they approached me on the subject and we discussed the pros 
and cons. And in due course our respective ministers made the decision. Whether 
that decision would be regarded as a decision of the department or of the 
government I do not know. 

Q. But you say there was a decision made?—A. Yes. But the decision was 
made at the ministerial level. 


The CuHatrman: Are there any other questions on paragraph 6? 
Now paragraph 7 deals with two votes on “Production Service’, and 
“Marketing Service”. 


7. There are two votes which involve general administration and also ~ 


the administration of the Live Stock and Live Stock Products Act and the 
Live Stock Pedigree Act. They are: 


Production Service 


Se Lives Stock and POUlitvin aco wees er eee $1,342,738 
Marketing Service 
28. Live Stock and Live Stock Products ...... 1,204,012 


They are now separate votes, perhaps because a different director is responsible 
for the administration of each. However, the grant is not to a director, but 
to the Crown, and a division of the money can be controlled by section 26 of 
the Consolidated Revenue and Audit Act 1931. Four-fifths of the total is for 
salaries and travel expenses. Departmental convenience is here of concern; but 
from the accounting viewpoint, application would be simplified were ‘they 
consolidated to read: 


To provide for the administration of the Live Stock 
and Live Stock Products Act, 1939, and of the 
Live Stock Pedigree Act, c. 49, 1932 and for other 
services relating to live stock, but charges shall 
not. exceed $ for pavlst/charces, 4s sve $ 


Now, paragraph 8 “Plant Products” ‘and so on. 


8. The text of Vote 20 is: 
“Plant Products” 


Seeds, Feeds, Fertilizers, Insecticides and Fungicides Control, including 
grant of $40,000 to Canadian Seed Growers’ Association .... $1,261,533 


It is suggested that the $40,000 grant be transferred to the vote next suggested 
and the text changed to read: 


To provide for the administration of the Seeds Act, c. 40, 
1937, as amended, Feeding Stuffs Act, c. 30, 1937, 
as .amended,: Fertilizers... ,Act,..¢.. 67; -RiSi,. ‘as 
amended, Pest Control Products Act, ¢. 21, 1939, 
Inspection and Sale Act, c. 32, 1938, as amended, 


" 1 
<i i i. - — 


= 


PUBLIC ACCOUNTS: 141 


and the Hay and Straw Inspection Act, c. 26, 
1932-33, and for other allied services; but charges 
shall not exceed $ for paylist charges .... $ 


Now, paragraph 9 which deals with three votes on “Grants, Contributions 


-and Donations’’. 


9. There are three votes for donations and contributions: 
4. Contributions to Commonwealth Bureaux ...... $96,821 


21. Grants to Fairs and Exhibitions under such terms and con- 
ditions as may be ‘approved by the Governor in Council 
and subject to allocation by the Treasury Board. $536,400 

22. Grants to Agricultural Organizations, as detailed in the 
PSEC Suman AN OUR MRC ko. it eV aM $44,500 


In addition, there are the grants such as set out in Votes 20 and 27, as well 
as those listed in the details (see pages 85 and 86, for example). These could 
be brought together with the three votes and presented in a consolidated vote: 


To provide authority to make grants to Commonwealth 
Bureaux, Agricultural Organizations, Canadian 
exhibitions and fairs, etc., as listed in the details 
of the Estimates; such grants to be subject to 
such terms and conditions as may be approved 
Dynes Governor 1D SCOUDCI oi ilivte s ciw des eoue eles 4 $ 


The details would necessarily be set out in a way to meet the requirements of 
the vote’s text. 


Mr. Homutrn: Just a minute, Mr. Chairman, I think you are going too 
fast. 


The CuHatrMAN: I am willing. This brief, of course, was distributed to 
the members a couple of days ago. 


Mr. Homutru: But I still think you are going too fast. 


The CHAIRMAN: I am in the hands of the committee and I do not want 
to rush anybody. I thought I waited quite a long time between each item. 


Mr. Homutu: Well, I do not think you waited long enough. I would 
like to say that I wonder sometimes if we are careful enough in our departments— 
and what I have to say is not said in any spirit of partisanship, or with any 
idea in mind as to whether a paper or magazine is with us or against us— 
but I sometimes think we spend a lot of money on advertising, on fairs, and 
on periodicals which have practically no distribution, or very little. 

I do not want the members of the committee to feel that I am saying this 
in any critical way, but we all see advertisements appearing in magazines 
which we all get free; I am thinking now of the Montrealer. I do not think 
there are 1,000 copies of the Montrealer going out to the country, and I suppose 
that a page advertisement would cost many hundreds of dollars. So I often 
wonder about some of our contributions under paragraph 9, although it does 
not particularly mention advertising. 


The CuairMAN: No. This paragraph has to do with grants, donations and 
contributions. 


Mr. Homuru: But should we not be more careful about the amount. of 
money we spend on matters like that? Someone may come in to our office 
and just happen to sell a page of advertising; and I wonder if a better check 
could not be made on those things. I wonder if Mr. Sellar could tell us if a 
better check could not be made on that sort of expenditure? 
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The CHAIRMAN: I have tried for the last 30 minutes to be as lenient as — 


possible in the discussion which took place but I would point out that this 
does not refer to the item we are considering now. Later on in the public 
accounts under agriculture we will be coming to a point where it might be 


better to make these remarks. But just now we are questioning the witness 


on the brief which he has presented. 

Mr. HomutH: You do not think it comes fuga the heading of “questions”, 
Mr. Chairman? . 

The Cuarrman: No, I do not think it does. I want to give as much leeway 
as possible. 

Mr. Homutu: I think it is a matter for serious consideration. 

Mr. WarREN: I wonder if we have ever listened to the radio advertising 
concerning oleo margarine, and I wonder how much money we have spent on the 
advertising of good butter? 

The CHatrMAN: Let us not get too far away from the item. Let us come 


back to it. We were very serious up to now. Let us return to item 9. I would 


like the members to remember this: that if they have any further questions 
to ask of the auditor general on the wording of the estimates, with respect to 
his plan or proposal as to how the estimates should be worded, they should ask 
them. We cannot go on forever. So, have any members some questions to 
ask of Mr. Sellar on any point in this memorandum we now have before us? 


By Mr. Browne: 


Q. I would like to ask the auditor general how he audits the grants to these 


agricultural organizations? How would he examine the vouchers which would 
be sent to Ottawa from all over the country?—A. It all depends on the nature 
of the grant. If the grant is to assist in the construction of a building to which 
the government of Canada agrees to contribute, let us say, one-third of the 
cost, then the Comptroller of the Treasury will make an examination of all 
the accounts to satisfy himself that not more than one-third is being claimed 
from the government of Canada. We will examine the records of the Comptroller 
of the Treasury, but if we find it is a straight outright grant of, let us say, 
$10,000 to a fair, a contribution to a fair, then they make no accounting to us; 
there is no obligation on them to make an accounting to us; and all we look 
at is the order in council authorizing the Minister of Agriculture to make that 
grant to the fair; we see the cheque issued but we make no further audit. 

Mr. Laneuois: Are we still on paragraph 9, Mr. Chairman? 

The CHAIRMAN: Oh, we are on anything you like so far as I can see. 

Paragraph 10, vote 25, “Dairy Products’’. 

10. Vote 25, “Dairy Products $654,876”, is a salary vote made necessary 
by the Dairy Industry Act. The text might read: 

To provide for the administration of the Dairy Industry Act, c. 45, R.S., 

as amended, but charges shall not: exceed '$.. Joy... 0, for paylist 
Mebenisce cM Pandas, WA Decent gme we enn) Greif 5 ber aw ear a Ay Sc 


The details would be similar to those of other votes which are administrative 
in nature. 


Paragraph 11 ‘Two votes which have much in common are Subsidies for Cold 
Storage” and so on. 
11. Two votes which have much in common are: 
26. Subsidies for cold storage warehouses under the 
Cold Storage Act, and grants, in the amounts 
detailed *in=the -Hstimatesy Wo veer eS eee $ 644,159 
35. To provide for assistance to encourage the 
improvement of cheese and cheese factories ... 1,400,000 
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Vote 35 is regulated by the Cheese and Cheese Factory Improvement Act. 


Sometimes payments under Vote 26 do not qualify under the text of the Cold 


_ Storage Act, therefore they are not paid as statutory subsidies, but as grants. 
_ These could be consolidated into one: 


To provide for the payment of subsidies, premiums and 
grants made under the authority of the Cold Storage 
Act, c. 25, R.S., and the Cheese and Cheese Factory 
Improvement Act, c. 13, 1939, as amended, and to 
make grants for the purposes of the Cold Storage 
Act in the amounts detailed in the Estimates ...... $ 


The details should, of course, state the reasons why exceptions are being made. 
I thought we had agreed to ask further questions if we needed to in order 


_ to understand the brief submitted by the auditor-general. And I think when 
_ the time comes for us to discuss what should be included in our report, that 
_ might be the time for the members to ask which of these suggestions would be 


good ones to be included. So, in order to form our opinion, I think tonight is 
the time for us to ask further questions. 


Mr. Laneuois: We are on paragraph 11 now? 
The CHAIRMAN: Yes. 
Mr. Lanetots: In paragraph 11 I note that Mr. Sellar says: 

Sometimes payments under vote 26 do not qualify under the text 
of the Cold Storage Act, therefore they are not paid as statutory subsidies, 
but as grants. 

And right after vote 26 you give vote 35 which is: 

To provide for assistance to encourage the improvement of cheese 

and cheese factories. 


Could you give us an example of an item which is not included under the 


_ Cold Storage Act and is not included under vote 35? Vote 35 would appear to 
_ be rather general?—A. Let us assume, sir, that a man decides to construct a cold 


storage warehouse and he starts his construction. Then he goes to the govern- 


- ment of Canada and asks for a subsidy under the Cold Storage Warehouse Act; 
- and thereupon the government says to him: “We are very sorry, but we cannot 


give you any assistance because the regulations and our contract form provide 


' that we must approve all the plans before you start. nevertheless you are 


— = _ 


building along certain lines you are using materials which are not satisfactory 


to us, therefore, we cannot give you the subsidy which you request. But we do 


_ realize the value of your cold storage facilities to the community so we will 


consider giving you a grant.” And they might allow him a smaller amount and 
ask parliament for a vote, setting out the details in the estimates. Those are 
cases where they ask for a grant instead of a subsidy. 

The Cuairman: Paragraph 12 is another grouping of votes on “Fruit, 
Vegetables and Maple Products”, and so on. Are there any questions? 


12. Another group of votes with a common purpose is: 


27. Fruit, Vegetables and Maple Products, and 
Honey, including grant of $5,000 to Canadian 


ELOERGUIEU Abn OUDCEL fei sis aioe o siccce uretals aeeelacety. 5 $ 989,000 
36. To provide assistance for the replacement of 
maple production equipment? ....5...67..2.-- 500,000 


38. For assistance in construction of potato ware- 
houses under regulations to be approved by the 


FOVEITOTE Ie (COUNOL Serevent etn ly tora Ps a etarn 3 100,000 
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These could be consolidated into one, but presumably limitations as to amounts et 
should be kept, so the text might read: i 
To provide for the administration of the Fruit, Vegetable 
and Honey Act, c. 62, 1935, and of the Maple Sugar 
Industry Act, c. 30, 1980, and for other allied 
services, and to provide assistance for replacing 
maple production equipment and in constructing 
potato warehouses, such assistance to be subject to 
such regulations as the Governor in Council may 
approve; but charges shall not exceed: 
for paylist charges 
500,000 for replacing maple 
production equipment, nor 
100,000 for constructing potato | 
WATE NOUSCS) i ieut: Sie stad Meme nab. AL ta Ae $ 


Details, in aioe to the usual information re staff, travel expenses, etc., should © 
set out the proposed scale of assistance for the equipment and warehouses. 
Paragraph 13 concerns three items on which there are no changes suggested. 


13. No change is suggested in the following votes because they are not 
regarded as being long-term policies: 


30. Freight Assistance on western feed grains .... $5,000,000 


oly Agricultural: Time ‘assistance 25:4 Soe. 435,000 
33. Meat Board, including quality premiums on A 
and Bl srade HOS Careasece es) nin ye lenns 5,854,633 


Details should explain the purposes, policies, etc., of each. 


Paragraph 14 concerns “Agricultural Products Act”. 

14. No material change is suggested in Vote 37, “Agricultural Products Act”, 
but explanatory details should be provided. : 

Now, paragraph 15 deals with the “Prairie Farm Rehabilitation Act”. 


15. Votes 39 and 40 both come within the ambit of the Prairie Farm 
Rehabilitation Act. They read: 
39. Prairie Farm Rehabilitation Act and Water 


StOTA TON it me ale lnaon Ve gaa cas eee $3,750,000 
40. Major Irrigation and water conservation 
projects in the Prairie Provinces ........ 7,719,500 


- Some activities are producing substantial revenues (for example, in 1948-49 
community pastures produced $175,917). These could ‘be consolidated under a 
text reading: 

To provide for the administration of the Prairie Farm 
Rehabilitation Act, c. 23, 1935, as amended, and 
operation of projects and for works projects as 
set out in the details of the estimates ............ $ 


The details should be descriptive of existing projects, as well as of new 
undertakings. 


By Mr. Thatcher: 


@. I wonder why Mr. Sellar would want to group those two together? Is 
not one for the small dams throughout the provinces and is not the other for the 
two or three major irrigation works that there are?—A. You are quite right, sir. | 
The reason I put that in here is that the Act provides for the Prairie Farm — 
Rehabilitation Act supervising the carrying on and construction of all this. — 


i 


eS ae = et Pe ee eee mms a —— 
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That is why I put them together because in the following item I make general 
works a separate item. But it is the same organization, even though it has its 
headquarters in Regina rather than at Ottawa, and it is subject to the control 
of the minister here and the deputy. 


Mr. Macponneuu: And it is the same water, too. 


By Mr. Thatcher: | 7 
-Q. No, it is not the same water. I think it is a mistake to put these two 


- together because this vote 40 is likely to grow considerably over the next few 


years. One item might continue in the same way, but the other one would grow. 


I come from the prairies and I think they are entirely different.—A. In vote 
No. 39 you have administration costs in connection with smaller undertaking; 
and then under your next vote you have the bigger undertakings. But remember, 
sir, am only offering suggestions. I am not trying to sell you something. I was 
asked to give you something which I thought was the means of accomplishing 
two ends. 


By Mr. Langlois: 

Q. Some activities ‘are producing specific revenues and you gave an example, 
I.think, of community pastures; and that example takes into account these 
producing activities. Would they be mentioned in the details?—-A. It would be 
my idea, that in all of these cases you would have your revenues, showing 
whether they are self-supporting or not. 

@. But the general vote would not give any explanation as to that? It would 
not be any different from what it was before?—A. On that general question, I 
think we discussed last time whether or not we should have votes which would 
use their own revenue. That is a question of policy. I would like to see what 
is going to come out of the revision of the Consolidated Revenue Act. 

Q. Are both votes 39 and 40 producing revenue? 

A. Both will. But I do not think 40 is producing much revenue yet. 

Q. For the time being then, since only one is producing revenue, I think we 
ought better to keep them separate, so that we may know which one is making 
money and which is not. | 


By Mr. Major: 
Q. Would they not be in the same class as paragraph 13? These would be 
two different things?—A. I am not changing them at all, sir. 
The CuairMAN: There is no change in paragraph 13. 
The Wrrness: I.am not suggesting any consolidation of them. 
The CHAIRMAN: Paragraph 16? 


16. Vote 41 now reads: 
41, Prairie Farm Assistance Act Administration $500,000 
The only change suggested is to insert a maximum for salaries. 


By Mr. Thatcher: 
Q. I wonder if Mr. Sellar could tell us how much of that item 40 was for 
survey work and how much was for construction?—A. These are Just figures 
to me. I have no personal knowledge. 


By. Mr. Langlois: 
Q. These two items are under separate authorities?—A. They are under 
the Prairie Farm Rehabilitation Act of 1935. 
- Q. And “major irrigation” comes under it the same as the other. 
61408—3} 
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The CHAIRMAN: Paragraph 16 Sroiaes for no change except to insert a 
maximum for salaries. 


By Mr. Johnson: 


Q. Is it the practice now to go above the material amount set for salaries, 
or could they come within a definite amount set there and allow for deaths 
and resignations and so on by way of a cushion? Could you set an amount 
for salary as a definite amount, and would there be sufficient there in the fay 
of a cushion as a result of deaths and resignations?—A. You could depend on 
the amount the department put in. 

@. What would be the amount suggested there for a reasonable cushion? 
Under the the Prairie Farm Rehabilitation Act you would have to have a 
cushion for an emergency, a sizable cushion. So what would be a reasonble 
amount as a cushion there, taking into consideration the deaths and resigna- 
tions? As it looks, the way you have it worded now, you are going to fix an 
amount of salary as a permanent thing, I mean that which is actually being 
expended?—-A. You would have a little cushion because that is an exceptional 
vote; it is inactive when you have a good year, and therefore it is an exceptional 
vote; I would not like to venture a figure. 

Q. But it would have to be a fairly substantial cushion? 


By Mr. Homuth: 


Q. There is no idea of establishing a standard salary at all, is there? I 
mean that this is a total thing for salary purposes?—-A. You would have a 
maximum amount that they could spend under salaries for that particular 
service. 

Q. I think generally the members will agree with me when I say that we 
are beginning to realize that if we want to get the best people for the civil 
service, then we have got to compete with industry and to pay adequate 
salaries. But we are not doing it. In a particular time, with a thing like 
this, I believe we have got to make up our minds whether we are going to pay 
people what they are worth. 


The CHAIRMAN: I think we would all agree with you, but I hardly think 


that this comes under the present heading. I want to be as agreeable as possible, 
but I think you are going much beyond the work of the committee. 


By Mr. Homuth: 

Q. Well, Mr. Sellar has said this is an amount of salary which should be 
allotted; and if that is going to be the amount of salary to be allotted, you 
must be applying those salaries among people who are coming into that depart- 
ment and I do not think it is good business because I would not do it in my own 
business and I do not think anyone else would do it in his business.—A. The 
answer to your question is that it is a figure which the government considers 
it should recommend to the House, a figure which would take into considera- 
tion what it would have to pay to get people that it wanted, and that would be 
the figure which would go in. 


By Mr. Langlois: 


@. And the Civil Service Commission would be concerned as well?—A. Oh, 
yes, the Civil Service Commission would be concerned, naturally. 


By Mr. Anderson: 


A. Oh, yes. 
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By Mr. Browne: 


Q. May I ask this question? In comparing the estimates, the number of 
votes which are there would be exactly the same? There would not be a switch- 
ing over of the votes?—A. There would be bound to be some changes. You are 
looking at the Department of Agriculture, which is A; but by the time you got 


down to Veterans Affairs, you would certainly have some new votes some 


place which would throw the sequence out. 

Q. They would not be put at the end?—A. You would want them all for 
the same department? 

Q. Yes. But I am looking here for No. 41 and I find it is “Construction of 
Potato Warehouses’, although No. 50 and No. 51 are Prairie Farm Assistance 
Act.—A. The votes follow the subject matter for which they ask appropriations, 
and they vary from year to year. 

Q. Would it not be convenient to the members to have that vote changed 
from year to year?—A. This is the first time it has ever been brought to my 
attention. 

Q. Well, what do you think about it?—A. I would like to think it over. 


The CuHairMAN: As the number of votes necessarily expands how would you 
be able to get these votes in the proper order in any book of reference? 


Mr. Browne: There would be a change? 
The CHarrMAN: As from year to year. 


By Mr. Langlois: 


Q. In paragraph 16 I think you stated that Works and Projects might be 
concentrated under votes, using whatever style is employed for work votes, by . 
public works. Do you mean that you would be showing by provinces how 
much was to be spent in each province and would be giving the name of the 
place where the expenditure was to be made and the type of work to be carried 
out?—A. If the decision were that that was the way the Public Work vote was 
to be seteup, yes. If the decision was that Public Works should only list their 
expenditures by amounts in a given year, then I would follow that. 

My idea is that members of Parliament should be able to look at the 
estimates book and find listed all work votes in hke manner. I think they 
should be able to apply the same tests and look for the same sort of information, 
no matter what department they were dealing with. 

Q. You are looking for something hke that?—-A. I am looking for a way to 
simplify it for the members of Parliament. 


The CHAIRMAN: Paragraph 17. 


17. Votes 42 and 43 are works’ votes. One is administered by P.F.R.A. 
staff, but as it is not strictly for the purposes of that Act it may be listed 
separately. The votes read: 

42. Lind protection, reclamation and development in British 

Columbia under such terms and conditions as may be approved 
Sem Cem OVCEROLM ING COOUNCH 17 hi ieee ste See eK say's $900,000 

43. Land protection and reclamation, clearing and settlement of 

new lands under such terms and conditions as may be approved 
bythe Governor ins @ouncis os ool ty hs GA. Rates $200,000 


Reference has already been made to provision in various details of votes for 
“acquisition and construction of buildings and works”, and to the $500,000 for 
experimental farms and laboratories in Vote 303, Public Works. All of these 
works projects might be consolidated into a vote, or votes, using whatever style 
is employed for works’ votes of Public Works. 
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_ Paragraph 18. Vote No. 44. No change is suggested. 


18. Vote 44 reads: 
44. Maritime Marshland Rehabilitation Act .... $991,120 


It is essentially for works undertakings, but the text, of the Act makes the 3 


works distinguishable from those discussed in the previous paragraph. . No 
change is suggested. | 

The CHAIRMAN: I suppose our next order of business as agreed the other 
day is to start with a review of the Auditor-General’s Report. I suggested the 
other day that we might take it up item by item. But some of the members 
have pointed out to me that there are 159 items, and some of them may not 
attract the attention of any member. I mean by that they may not be of 


sufficient interest at the moment to be called before the committee. So I — 


wondered if it might not be well for us to try to work on the first 50 items, 
and then any member who wants to call an item may do so; and if any member is 
interested in a particular item, he will have the opportunity to bring it to the 
attention of the committee. : 

That is merely a suggestion. The other day we said we would go item by 
item, but many votes are not at all contentious and are easy to understand. 
It took us four sittings to go through two of the briefs. I wonder if we shall 
not be working here for many months if we go extensively into each of these 
one hundred and fifty-nine items. If it is agreeable, I will leave it open to 
any member of the committee to call an item. 

Mr. Winkuer: Before we go into that, do you not think it would be 
advisable inasmuch as Mr. Sellar referred to the estimates in 19388, that we 
should get somebody here from the department to tell us why a change was 
made in the estimates in 1988, and the underlying reasons, so we could form 
an opinion. 

The CHarrMan: My idea on ‘that, Mr. Winkler, was to complete all our 


work with the auditor general and after we finish with the auditor general © 


and before we start considering or drafting a report—having bygthen the 
printed copies of the evidence given at today’s session as well as the evidence 
given at all the other sessions—we might. call officials of the Department of 
Finance since they are responsible for the drafting of estimates to a large 


degree, or revising them in any way. I think that would be a better pro- ~ 


cedure because then we will have had time to go over the evidence of these 
last few days and our questioning of the witnesses from Finance may be more 


orderly when we have made up our mind as to what point we are going to ask — 


questions on. I think it would be a more practical approach to our work. We 
have the auditor general before us. We should go ahead with the review of 
his report as suggested by the steering committee. If the majority of the 
committee would lke to bring people from the Finance Department right 
away I have no objection to trying to get them, but I think that most members 
would like to have a general idea of what has been said up to now and make 
up their minds on which points they would be interested in securing information 
from the Department of Finance. 
Mr. CaucHon: That would give us time to study the evidence. 


The CHArRMAN: Yes. Now, since we agreed to continue with the nude 


general’s report, members must have looked it over. Does anyone want to call 
any items? 
Mr, Lanewois: Do you want an ‘item called at random? 


The CHAIRMAN: I made the suggestion because I fear if I call the. items 
one by one we would spend a long time on many of these and many of : them B 


are non-contentious. 
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Mr. LANGLOIS: Why not call them by groups, say one to fifty? 

F ‘The Cuatrman: That is what I have just suggested. Let us tonight try 
~ and limit our review, let us say, to the first forty-six items, because that is the 
end of a section. If anybody has any views. on any item in these sections we 
will hear them. If not, let us proceed on the second fifty. 


3 By Mr. Langlois: 

4 _Q. ‘Mr. Sellar, in item 8, you say there that the statement does not take notice 
of assets held by the custodian of enemy property nor does it reflect all cash 
_ and security holdings and so on. Would you further elaborate on that, sir? 
' —A. The custodian. of enemy property holds today approximately $52 million 
_ in assets of one sort and another. They are not the property of Canada but they 
b are held by him. Those assets are audited by me, as a matter of fact, I signed 
off today the audit for last year. Those accounts have never been part of the 
accounts of Canada. That goes back right through to the first war. They have 
never been part of the accounts of Canada and therefore are not reflected in the 
assets and liabilities of the Department of Finance. 

; @. Is not the reason for that, Mr. Sellar, that these securities are kept i in 
; trust by Canada subject to be given back or retained by Canada.when a peace 
» treaty is signed between a particular country and Canada. Is that not a fact? 
; —A. That is quite right, sir. 

: Q@. Then there is an explanation for it—A. If you look at the Consolidated 
Revenue and Audit Act it says—I am now quoting from section 38: 


(1) An annual statement, called the Public Accounts, shall be pre- 
pared by the Deputy Minister as soon as possible after the termination of 
each fiscal year and shall be submitted by him to the Minister. 

(2) The Public Accounts shall show:— 

(a) the state of the public debt; 

(b) the state of the Consolidated Revenue Fund and the various 
trusts and special funds under the management of the government of 
Canada; 

Be (c) such other accounts and matters as are required to show what 
: the liabilities and assets of Canada are at the date of such statement. 


a ee a 


Now, you see, these monies are held by the government of Canada and 

_ therefore you could say they should be reflected in the public accounts of 
~ Canada. For that reason, in my paragraph 3 I draw it to your notice. I am 
_ not taking exception to it as being anything seriously wrong because it has been 
_ established by long practice, but I do think it is my duty to note it to you. 
| Q. I see, sir. I know nothing about accounting and I think you must have 
- noticed that by now, but just the same if we listed these assets in the current 
assets of the country would we then be listing assets which do not belong to us, 
assets that we are holding in trust only?—A. We would have to show a hability 
item on the other side, that is all. 

Q. You would show a liability item on the other side to balance it? 
-—A. There is, of course, a margin of profit in the operations of the custodian of 
enemy property. We do not owe $52 million; we hold $52 million. 


Mr. Caucuon: That is it. There is a difference. 


The Witness: There is a little difference there. I am not critical in the 
paragraph of the Department of Finance in any way, but I am drawing this 
to your attention because quite frankly we have been hoping for some time there 
would be a revision of the Consolidated Revenue and Audit Act and we hope 
when they do it it will seek to improve our treatment of assets and liabilities and 
therefore a little needling by a paragraph lke this may not do any harm. 
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By Mr. Ashbourne: 
Q. When was the last revision made?—A. 1931. 


By Mr. Bowvert: 

@. Is there any possibility that some of these assets will be confiscated by 
this country ?—A. They were after the first war. I think about 1931 or 1932 
there was something like $12 or $15 million surrendered by the custodian of 
enemy property, who was the Secretary of State, to the Receiver General of 
Canada and they went into the general revenues of the country. 


By Mr. Browne: 

Q. That $52 million which we got control of during the second world war 
belongs to people from Germany, Austria, Italy?—-A. There are $2 million from 
the first war, and roughly $50 million from the last war. Those people were 
enemy nationals or people favourable to the enemy, and they have been living in 
many countries and not necessarily be Germans at all. Also, there are the assets 
of persons who were in occupied countries. 

Q. Is that in cash or invested in government bonds?—A. Originally, sir, it 
Was in everything. We even had a circus. 


By Mr. Johnston: 
Q. Who was in it?——-A. And one of the big problems that arose, 
the elephant died. 
Q. Was it a white elephant? 


By Mr. Browne: 
‘Q. What is it in now?—A. Well, that man who owned the little circus was — 
‘a German— | 

Q. No, I mean, what is the money in now?—A. The money as a rule 
will not be converted into other securities if they were good securities but if 
you realize on these things—the custodian has power to sell the assets—if it was 
a factory, he has the power to sell the factory. If it is rights to a manufacturing 
process and the custodian sold those rights to somebody else he gets in the 
revenues from those. It is not only what he gets in the first instance, but 
the income is also added on. : 

Q. Is there anything going to be done about that?—A. Gradually it is 
being reduced. If you had asked me what the total was a year ago, I would 
have given the figure of $100 million. It is coming down towards normal 
dimensions every year. 


By Mr. Langlovws: 
Q. Does not the custodian of enemy property table a report to the House 
every year?—A. I am not sure what is done. 
Q. I think so, a report is tabled in the House. 
The CHamman: Keep that in mind and we will ask the question when 
we have the people here who can answer that. 


By Mr. Browne: 


Q. Why do we not show the Canadian Broadcasting Corporation and the 
Harbours Board? Why do we not show their accounts?—A. The National 
Harbours Board has never been well handled in regard to Public Accounts. 
‘Let me go back a little. Originally, each harbour was operated by a commission 
‘that had power to borrow in its own name but only one institution would 
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lend to it and that was the government of Canada, as a rule, so the government 
of Canada held all the bonds. For many years only two harbours were able to 
pay their interest out of their operations and those were the ports of Montreal 
and Vancouver. However, in the Public Accounts of Canada today, now that 
the harbours have all been taken over by the National Harbours Board, you 
will actually see set up as assets only the original loans made to the ports of 
Montreal and Vancouver. The ports of Halifax and Saint John, Chicoutimi, 
Quebec and Trois Rivieres are not shown at all. The Act provides that 
out of the income of each harbour the board may set aside a certain sum 
each year to provide for replacement of its physical assets. Each year the board 
takes a certain sum out of the revenue of each harbour—out of the cash—and 
when they carry out construction works they pay for them from this replacement 
account. ‘There is one account for each harbour and, as I say, they have 
approximately $25,000,000 across Canada for replacement harbour work. That 
money is held in government bonds. 


The CHarrMaANn: Are we through with item 3? 
I suppose that we might as well deal with items number 1, 2, and 8, 
together. 


Changes in Form of Financial Statements. 


Mr. Botsvert: Under item 1 you say: “The present balance sheet may 
not be regarded as presenting complete disclosure of the situation.” 

The Witness: Perhaps I might summarize it this way. The accounts 
of Canada are run on a cash basis. We-do not accrue income. We do not 
carry into the accounts, generally speaking, accounts receivable; nor do we 
carry into the accounts our consumable stores; we have a few inventories such 
as those for the Department of Transport and one or two others but, generally 
speaking, we do not carry stores in. 

All of those things I would like to see brought into the assets and 
liabilities, to the end that a control is exercised by. the Minister of Finance 
over everything that is the equivalent of money. 

Yesterday, Mr. Macdonnell asked me about buildings. Buildings represent 
a problem but I would rather see us first get control of things such as stores 
and accounts receivable and we then could come to buildings later on. 

The CHarrRMAN: Are there any further questions on changes in the form. 
of financial statements? 

Carried. 


Then shall we deal with further headings? 


Mr. Beniwickson: I do not like the inconsistency of practice which is 
reflected in number 4. 

The CHAIRMAN: Then cle us call paragraph number 4,—Classification of 
Like Expenditures. 

Mr. Benripickson: I think the item explains itself but I would just like an 
‘outline from the chairman on what rights the committee has to make a report 
on the item—without a lengthy cross-examination now. I think the item speaks 
for itself. 

The CuHairMAN: Have you any remarks to make on item number 4, clas- 
sification of like expenditures? 

Mr. Benipicxson: I do not see any reason why the Department of External 
Affairs should not show the cost of its building in London, the same as it does 
in Washington or the same as the Veterans Affairs Department has to do. It just 
does not seem to be consistent. I think the committee in its report should urge 
consistency. 
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Mr. Browne: Is there no uniform me about rates ‘Ts the: itateen “s 
under the Department of Public Works in most cases—except for the exceptions? 

The Wirness: In a great many cases it is under public works, but there are — 
exceptions. You cannot give reasons for them; these things have just erown like | 
Topsy—for a particular reason at a particular time—but that reason possibly is 
not in existence now. I think that something should be done but, before you 
come to any decision, I also think that you should have someone from the 
department to pick me to pieces—so that you will have both sides of the story. 

The CHarrMan: Does any member wish to refer to another heading? 

Mr. JoHNstTON: Yes, to contractors’ securities on page 4. 

The CHarrman: It is item 14 on page 4. “Contractors’ Securities.” + 

Mr. JoHnston: Yes. I notice the paragraph starts “departmental Acts 
regulating the Department of Public Works and Transport specifically direct 
that the head of the department shall take all reasonable care that good and 
sufficient. security 1s given”—what type of security 1s demanded, and for what 
purpose? ) 

The Wirness: The security demanded, sir, is either cash of bonds of or 
guaranteed by the government of Canada, 3 


By Mr, Johnston: 

@. Are there any cases where those contractors are bonded by a bonding 
company ?—A. You are referring to public works and transport—departments 
like that? 

(. Yes, or any similar department.—A. My recollection is—you would have 
to verify it—that it is permissive in connection with contracts with the Depart- 
ment of Fisheries. The Minister of Fisheries has the power by his Act to take 
a bond of an indemnity company. 

Q. That is under the Fisheries Act?—-A. The Department of Fisheries Act. 

Mr. Lanauors: In the case of public works there is the additional security 
that when the department makes progress payments to the contractors it retains 
10 per cent I think as a drawback, which is paid only after the contract is duly 
completed? 

Mr. Jounston: To what department are you referring? 

Mr. Lanauois: Public Works. 

The Witness: This is the rule in all departments. There is a hold-back in 
all departments. 


By Mr. Johnston: 

Q. In all the departments then on any project where a failure occurs. is the 
department liable for wages and for subcontractors’ bills which are not’ paid?— 
A. In the case of the Department of Public Works which is the big one on dominion 
works there is a federal Act which permits a claim to be made on any moneys 
held by the government. A claim can be made by any subcontractor or workman 
on the work, and I think it is good for wages up to a certain number of weeks and 
for supplies ‘supplied within a certain period of time and the Minister of Publie 
Works makes decision as to the distribution. 

Q. Let me ask you another question on that. How many times has it ‘come 
to your notice that there have been failures in contracts where security was not 
properly taken?—A. Well, that is about the only case there. 

Q. Is that the only ome That is the only one in here. 

Q. Have there been many cases over the years where that has happened ?— 
A. Not a great many, no, this one was a small one. 

Q. I don’t: get just the point there. Are you referring. to that one you 
enumerated on page 5 here?—A. Under 16, yes. This one here was out in 
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Saskatchewan about two buildings; one of them was at Estevan and one was at 
Poplar River; and the government has undertaken to pay a small amount, about 
$210, to some of the suppliers in order that justice should be done to them, 


@. That would ‘be over and above the contract price?—A. No, this is for 
supplies furnished the contractor. The department is to try to get ‘that out of 


the contractors. 


Q. And the men who had this contract have gone bankrupt?—A. Yes. 
@. Do you have any of the audit of the Department of Reconstruction and 


Supply, like with the old Department of Resources and Development?—-A. What 


do you mean, sir; in the way of audit? Do you mean the works? 

Q. Yes, wartime housing, national housing, central mortgage housing. 
—A. No, I have no responsibility for Central Morteage and Housing Corpora- 
tion, the Act provides for the auditors. 

co They are outside auditors?—A. Yes. 

Q. So you would not know whether or not sufficient security had been taken 
from the contractors.—A. No sir, because I have no audit responsibility and I 
have not read the Act for years. 

Mr. Fiemine: But that Act does not say anything about that. 

Mr. JoHnston: It does say that they did not follow it. 

Mr. Fupmine: There is nothing in the Act about the responsibility of the 
contractors. 

Mr. Jounston: I thought they might have some information on that if it 
came under their jurisdiction in so far as the audit is concerned, and from the 
reports we could find out where some of the money has gone. 


By Mr. Langlois: 


Q. In reply to a question a few minutes ago you said that in the case of 
claims for either wages or supplies furnished by subcontractors the minister 


‘would in some cases arrange for the reimbursement of the subcontractor through 


his department. Is it not the practice in the case of auditors, with respect to 
claims for wages, to refer those for decision to the Department of Labour, and 
to refer claims from subcontractors to the Department of Justice?—-A. This is 
more a case of where the contractor fails to pay a subcontractor or fails to pay 
his workmen. 

Q. I mean, according to wage scale?—-A. This has nothing to do with wage 
scales at all, it is just if he fails to pay because he has run out of money and 
then they have claims. That is the type of thing I am talking about. You are 


referring to labour rates, the fixing of wages by the Department of Labour. 


The Cuatrman: Now, are there any further questions under the heading 
of contractors securities? 


Mr. Jounston: Would the fixing of rates with the department take into 
consideration the minimum wages paid in the provinces? 

The Witness: I assume so sir, but I do not know. 

Mr. Laneuois: Yes, the wording of the contract with’the Public Works 
Department provides that the local legislation will take precedence over any 
wage scale of the employer in a contract for wages. 

; ie Browne: What is the actual amount of this item 16? Did you say 
200% 

The Witness: That is about it. 

Mr. Boisvert: Do you anticipate that they will be larger? 

The Witness: There are some claims, but they are not large. 


The CHatrMAN: Have you any more questions under this heading? If not, 
we will go on to the next one. 
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Mr. BenipicKson: I had a question I wanted to ask under the heading of 
hospitalization costs. | 

The CHarrMAN: Those are item 17 to 22. “Hospitalization costs.” 

Mr. Brenipickson: I see reference there to appropriation of money spent 


to the extent of $75,000 on Indian health, and I think the Indian should know 
about it, it should not have been down there in a general item. 


The CHAIRMAN: Are there any questions? 
Mr. Benipickson: That is under hospitalization contracts. 
The CHarRMAN: Have you a question? 


Mr. Benipicxson: No, but I think the department should probably explain 
the reason for that. 


The CHAIRMAN: Just now we have the auditor general here. 


Mr. Benipickson: I am just giving notice as.we are perusing the report 
that I think the item should receive further consideration. 


The CHARMAN: I mean, as far as the present witness is concerned. 

The Wirness: I think they are paying it now, sir. 

The Witness: It wasn’t an expenditure. It was a failure to charge a vote 
so that the Department of National Health and Welfare could recover that 
amount from the Indian vote. That is why it is in there. You see, the hospital 
is run by the Department of Health and Welfare and the minister has accepted 
certain responsibility with respect to Indians, and certain Indians were hospital- 
ized in that hospital. The amount should have been paid for that hospitalization 
in the year. It was not. If you look at the appropriate vote in the public 
accounts you will see that the Comptroller of the Treasury also draws attention 
to the fact that that $75,000 should have been paid in the year concerned. So 
I am just drawing attention to the fact that there is a transaction there, the 
same with the Department of National Defence not having passed over an 
amount. 


Mr. Benipickson: If it is not paid this year do you know if any arrange- 
ment has been made to pay it? 

Mr. Fiemine: Following your report? 

The Witness: I did not say following my report. The department wants 
its money and I understand provision is being made for it this year. 

Mr. Fiemina: On item 21 there is a matter there which I did not see in 
the estimates. It is in connection with the treatment of sick mariners. The 
estimates of course do not give us the revenue, and when that question was asked 
in the House we were told that the revenues for this service are not nearly 
sufficient to meet the costs; and if I remember correctly there was some discussion 
last year about the possibility of increasing the charge per patient to meet the 
deficit. 

The CuatrMANn: Excuse me, that is dealt with in sections 23 and 24. 
“Treatment of Sick Mariners.” 

Mr. Fiemine: I beg your pardon. It overlaps? 

The CHAIRMAN: Yes. 

Mr. Fieminc: I had better reserve that then. 

Mr. Lanetors: The recommendation is there in the section, is it? 

Mr. Fuemine: Yes, but I will wait until we come to that. 

The CHatrMAN: I think we should deal with this first and then go. on to 
that one. We are now on hospitalization costs, paragraphs 17 to 22. Are there 
any further remarks on that? 
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By Mr. Fleming: 


_ Q. While we are on that, how is it proposed to handle, from the accounting 
point of view, charges which are made now under the D.V.A. hospital? I am~ 


_ thinking of Sunnybrook, Toronto, and the arrangements for the treatment of 


patients who are not hospitalized through the Department of Veterans Affairs?— 


A. You mean, the audit? 


CHOY OU see, recently, they have inaugurated that service—A. We haven’t 
made an audit in Sunnybrook for the last two months. I have some men going 


in there shortly. If you want that information you will have to ask treasury - 
_ for it, sir. 


The CHAIRMAN: Treatment of sick mariners—23 and 24: 


By Mr. Browne: 

Q. In paragraph 22 you have a general recommendation there where you 
say: “A more appropriate procedure would be to follow that of the Department 
of Veterans Affairs, namely, to take into calculation, when preparing a vote 
estimate, the anticipated recoveries to the vote from other sources.” Do you 


_ strongly recommend that?—A. I do not strongly recommend it, sir; the depart- 


ment is quite interested in it. 


Q. They want that?—A. Yes. They were considering that last fall. What 


_ they have done I am not sure; again, I am sorry to say but you will have to ask 


_ the department what action was taken. 


are and increase it for the larger boats? 


The CHAIRMAN: Shall we go on with the treatment of sick mariners? 


By Mr. Fleming: 
Q. As a matter of fact, when this was up in the fall I read these two sections 


- of the report. Do you know if any action has been taken since with a view to 


increasing the charge for these services?—A. The change that you have in mind 


was to change the old rate, which was 2 cents a ton with a maximum of $2 for 


the little fishing boats, and it was proposed to amend the legislation to increase 


_ the rate; and if I recall correctly, sir, when the discussion was on in the House 

the Minister of National Health and Welfare replied to you to the effect that the 
- first problem was the fair treatment of the poor fishermen who might not be able 
to stand a major increase and that his officers were continuously studying it. 
But you would have notice of any change, because legislation would be necessary. 


Q. We have been told that there were to be amendments to the Canadian 


Shipping Act, that it will be a place where this could be done?—A. Yes. 


By Mr. Langlovs: 
Q. Your recommendation is to change it, leave the small boats where they 
A. No, sir, my thought is this, that 
you might consider some time whether you should provide in your statute not 


a fixed rate but that the Governor in Council should try to establish each year 
arate that would produce an income sufficient to carry the cost. In some years 
we have had a surplus. The idea would be that you would have a self- 
supporting service with neither a profit nor a loss. Whether that is possible 
or not, I do not know. The big problem is that doctors’ fees and the cost of 


hospitalization have gone up, naturally, in recent years. Let me give you some 
figures on that. In 1940 we collected $278,000 and we spent $209,000. You 


see, there was a profit there of $69,000 in that year. Now, that provided for 


the treatment of 13,681 persons. In 1949 the collections were $226,000 and the 
expenditures were $474,000 and we treated 20,500 persons. Now, that is what 
I mean, I think that you have to be prepared to consider whether or not this is 


going to be regarded as something that the owners of ships must support or 
whether it is a welfare service that the government of Canada should provide. 
That I think is a question of policy which sooner or later you will have to decide. 
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Q. I am particularly iiterected in this ‘because I seprdsent a mee whee 
there is considerable commercial fishing and I am told that the reason why you 
have experienced difficulty with the small fishing boats is that the operators : 
of these boats in a good many cases are in outlying districts where there are. no 
medical facilities and where the regulations provide that the man shall be ~ 
treated by a duly qualified doctor, and sometimes you have to send for a doctons . 
who lives fifty miles away while at the same time there is a nurse on the spot — 
who could treat this man for a minimum charge of a dollar while it costs from | 
$30 to $40 to get a qualified doctor. I think fair regulations would change the — 
amount, especially in so far as these small fishing boats are concerned, and you — 
could cut your expenditures down considerably without asking these fishermen _ 
to. pay any higher rates than they now pay. They cannot afford to pay more . 
than they are now paying, | 

Mr. Browne: Is there an account of that in the public accounts? 

The Witness: Oh yes, sir. 


~The CHairMAN: Now, is there any other heading or item that you. would 4 
hike to have called? q 

Mr. Fuemine: Application of moneys received, Mr. Chairman. 

The CHAIRMAN: Oh, yes, “Application of Monee Received”; section 27; — 


By Mr. Fleming: 

Q. I was looking at case 1, in item 28, in that connection you say: 

But the material consideration, from the viewpoint of contro] over 
consolidated revenue fund by parliament, is that legislation enacted for 

-an emergency is now being applied in such a way that the department — 

has recourse to $10,500,000 which may be spent in excess of annual 
votes for defence services. Information given is to the effect that the 
matter is under administrative review. | 
Would you enlarge on that please, Mr. Sellar, indicating as to whether there 
has been any change in administrative practice as a result of the review; and, 
second, if there are any other similar cases, or is this sum mentioned the only sum 
that. has been used in that way?—-A. Am I right that the National Defence 
Bill is before the House and that it has received first reading? i 
 Q. There is a National Defence Act amendment—A. That 1s what I mean. 

Q. Yes—A. You will find a paragraph in there which provides that any 
moneys received in this way will remain available under a procedure by which 
the money will ibe held by the Minister of Finance in a special account to replace — 
the particular stores. The matter will then be controlled through legislation 
along the lines of the bill now before you. i 

Q. I .see.. ‘The money provided by the sale of stores becomes a sort of 
revolving fund?—-A. Yes sir. The idea is, and it would be very good business, 
you have let us say some revolvers, which. are on the edge of becoming obsolete . 
for your purposes but some country wants them badly, you can sell them to 
that country, get your cash and get new revolvers. That is what that is for. 

Q. Oh, I see. Your point here is that the revolving fund will have a 
statutory authority—A. My point was that there was no statutory authority 
for what was being done. Justice disagreed with me, but in the long run 
legislative provision is being made, and that is something I agree with in that 
regard. 

Mr. BentpicKson: What is the situation with respect to Laurentian Terrace? — 
Is that still operated by the government? : 


The Witness: I am not sure, sir, whether the order in council has been | 
passed transferring that to Central Mortgage and Housing to operate or not.~ 
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Na “The trouble was the Central Mortgage and Housing said that they would have 
to put in a new furnace and paint the building and they wanted some money for 
4 that purpose, that is what held up the deal. I would say it will be taken over 
‘ ied them but there may have to be some operating ee made with respect 
to it. 
By Mr. Browne: 

- __ Q. How do you find that in the public accounts, is there a vote for it?— 
mh A. Yes sir. 
@. What item is it under?—A. Do you mean Laurentian Terrace? 
Q. Yes.—A. That is under Secretary of State. 
| _Q. As a matter of general convenience would the auditor general in making 
- up his reports put in at the side of the item the vote to which it relates? Would 
= ape be a help?—A. The trouble is, sir, that I have not the public accounts 
me then. © 
"i Q. You have not got them?—-A. No, my report is printed before the accounts 
are printed—I use the working records of the department. 

Mr. Fremine: Case number III, I suppose, is under the Department of 
External Affairs? 

The Witness: That was just a little out of the ordinary—the whole amount 
was $1,279—and it will not happen again. 

Mr. Brownz: Can we go to the next page? 

The CHatRMAN: Yes, No. 29, ‘Charges to Grants. Not Within Period of 
Account”. 


x ; By Mr. Browne: 
iM @. Attention is drawn to irregular and unauthorized charges totalling | 
— $590,000 made to vote number 243, because the sale of the property had not been 
- completed—would you like to elaborate on that?—A. The sole point is that the 
_ government purchased these buildings but the owners were not in a position in 
_ the time permissible—before the end of the fiscal year—to give clear title. Asa 
+ matter of fact in July an order in council was passed in connection with the 
title of one of them. 
a Q. Did they occupy?—A. I cannot answer that question. There is a rule: 
that you should not pay for land until you have clear title. 


Q. 


ay Tre you are in Shomer na That is an interesting point—I would 
have to consider that angle. 
- The CuairMAN: ‘Are there any further questions on Charges to Granite 
~ Not Within Period of Account? 
‘ Carried. 
Shall we go on? 
Mr. Benipicxson: I would speak to refunds and remissions. 
(: ~The Cuarrman: Refunds and Remissions—items number 30, 31, 32, 33, | 
~ and 34. 


By Mr. Benidickson: 
Q. I was noting that there is a remission of tax to the Canadian National — 
Railways on imports in connection with diesel locomotives in item 31. I suppose 
_ that similar consideration if given to the C.P.R. would show in paragraph 30 
would it not?—A. Yes, sir. . 
“a Q. Is it a general practice to not charge a Crown operator on customs 
 duties?—A. You. are talking particularly of the railways? 
| Q. Yes?—A. The railways periodically get in equipment for example for 
_ testing rails. They bring in special cars and equipment for that purpose and 
section 33 of the Consolidated Revenue and Audit Act is a very convenient 
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way of avoiding the problem of duty matters. They pay a rate of duty based on 
the days—a fraction of the duty based on the number of days that they have 


the equipment. 


Q. That was diesel electric locomotives?—A. I do not know the reason, 


but it is a general delegation by parliament to exercise Judgment whenever it is 
conducive to the public good. 


Mr. Fitemina: In connection with these Refunds and Remissions, under 


paragraphs 31, 32, 33, and 34, I take it that you are simply reporting them, 
Mr. Sellar? You do not make any investigations into the basis of the refund or 
remission in each case? 


The Wirnuss: No, sir, I make no investigation because there is a straight: 


parliamentary delegation to the governor in council to exercise this right under 
section 33 of the Act. But section 50 requires that we report them. Every case 
of remission therefore, is laboriously listed by my staff. 


By Mr. Browne: 


@. Even small ones?—A. We have taken the liberty of saying that we 
do not bring those under $1,000 before you. 
Q. But you have to list them?—A. We have to list them, sir. 


By Mr. Benidickson: 


Q. In connection with number 31, and the Polymer Corporation Limited, 
there is a percentage of rebate or remission shown?—A. Yes, sir. : 

Q. Is there any other practice of showing the percentage basis? Is that on 
everything they import?—A. No, that was just certain machinery for a certain 
process. 

Q. Why is not the amount shown there?—A. In their case it is a specific 
item. 

Q. The others are referred to in dollars but this one is referred to on a 
percentage basis?—A. You are wanting the dollars involved? 

Q. I was wondering about them?—A. I would have to bring that figure— 
T have not got it with me. 


The CuatrrMAN: In order to clear up this chapter, are there any questions 
about Pension Schemes of Corporate Bodies—paragraphs 12, and 13. 


By Mr. Browne: 


@. Have you any complaint to make in regard to these various schemes?— 
A. I am not making any complaints, sir, I am just bringing it to your notice, 
and also to the notice of the various corporations so that they will know what 
others are doing. The idea is that they will move toward uniform practice. 

Q. Some of them are paying higher for the same benefits?—-A. Well, the 
practical benefits differ a little—the retirement age differs a little. 

Q. It is not very important, I presume?—A. No, sir. 


Mr. Fiemine: There has not been any attempt to equate these various 
schemes—have these organizations proceeded in all respects independently? 


The Wirness: They have, but we hope they will gradually turn to the | 


Department of Finance for guidance before they finalize their deals. 

Mr. Fiemina: I move that we adjourn. 

The CHatrMAN: Mr. Fleming moves that we adjourn and the next meeting 
I would suggest, will be tomorrow afternoon at four o’clock. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


mes, Wenpnespay, May 3, 1950. 


E 3 The Standing Committee on Public Accounts met at 4 o’clock p.m., the 
~ Chairman, Mr. L. Philippe Picard, presiding. 


4 Members present: Messrs. Balcer, Benidickson, Blue, Boisvert, Browne 
(St. John’s West), Cauchon, Cavers, Cleaver, Croll, Helme, Johnston, Major, 
-_ Macdonnell, Picard, Prudham, Richard (Ottawa East), Robinson, Stewart 
(Winnipeg North), Thatcher, Warren, Wright.—21. 


: 
| 
In attendance: Mr. Watson Sellar, C.M.G:, Auditor General. 
: 
‘ 
‘ 
t 


4 The Committee resumed consideration of the Auditor General’s Report for 
_ the fiscal year 1948-49. 


% Mr. Sellar was examined on items 36 to 57 inclusive, 61, 62, 65 to 67 
inclusive, 74 to 78 inclusive, and 81 of the said Report. 
. At 6 o’clock p.m. the Committee adjourned until Thursday, May 4, at 
4 o'clock p.m. 
A. L. BURGESS, 

Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovusr oF CoMMONS, 
May 3, 1950. 


The Standing Committee on Public Accounts met this day at 4 pm. The 
Chairman, Mr. L. Philippe Picard, presided. 


The CuairMAN: Gentlemen, we have a quorum. When we adjourned last 
night we had reached item 35 in ‘the report of the auditor general. Now, instead 
of proceeding item by item, I would repeat my suggestion of yesterday: that 
if any member is particularly interested in a certain item he ask that, that item 
be called and then we will take up the several items under the same heading as 
the item called. After we have done that if there are any items in the report 
which have not been covered we can go back and go over them. 

Mr. Wricut: I would like some explanation and comment on this question 
of drawbacks which are allowed, in some cases as much as 100 per cent. 

The CuairmMan: Which item is that? 

Mr. Wricut: That is item No. 39. I have in mind particularly item 4792, 
on page 12, October 2, 1948, providing for a drawback of 99 per cent of the 
customs duties on imported steel plates used for stampings for automobiles. 
What was the amount of money involved in these drawbacks, and have you any 
further particulars you can give us with regard to item No. 40 on the top of 
page 12. 

The CuarrMan: I should say that is Department of National Revenue, under 
the heading of tariff items and customs drawbacks, item No. 39 and item 40. 
Would you care to comment on that? 


Department of National Revenue 


Watson Sellar, Auditor General, recalled: 


The Wirnsss: I would have to get that information for you, sir; I haven’t 


- got it. I could not give you the amount of money that was involved in each 


individual item. That is what you wanted? 
Mr. WricutT: Yes. 


The Witngss: I would have to get that for you, I haven’t the figure with 
me. | 

By Mr. Wright: 

Q. There is a comment here which questions the authority under Bata 
this order in council was passed I take 1t?—A. Yes. 

Q. And your point is that that was exceeded in making these draw bole 
instead of it being in the regular tariff schedules?—A. Yes sir. I am not going 
any further than to observe that perhaps as members of the House of Commons 
you are jealous of your rights and privileges, and it seems to me the establish- 


ment of a drawback which extends past the period when the House meets is 


a ee 
ee 


-a subject that might be within your field, and that is why I questioned whether 


the section of the Customs Act relied on goes so far as to permit the long range 
establishing of the drawback item. I may be wrong. 
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Q. Are there any other instances of this, or were these the only two? 
—A. These are the only two, sir, in that year. 

Q. Is that a custom which has been carried on from year to year or is this 
the only instance where it has occurred?—-A. During the war years, by replying 
on the War Measures Act when it was necessary to get in certain materials for 
manufacturing purposes there were some, but it was “under the authority of the 
War Measures Act that that was done. 


The CuatrmMan: While we are on the Department of National Revenue 
could we clear these items from 38 to 40 inclusive. 


Mr. Browne: We have not finished with the National Film Board? 
The CuHarrMan: No, we are still on the one which has been called. 
Mr. Browne: I see. 


The CHatrRMAN: But according to the practice agreed upon by the committee 
a member is free to call any item in which he is interested and while we are on 
that item or group of items we explore it fully, and after that we can come 
back to such other item as any member may care to call. 

Are there any further questions on items 38, 39 and 40? If not, we will go 
ahead and take up this item on the Film Board, ‘that is in paragraph 36 and 37. 


National Film Board 


By Mr. Browne: 


(. The national Film Board. Is that the organization which was investi- 


gated by an outside organization just a short time ago?—A. Yes, it was not 
auditing, it was a matter of what they call— 


Mr. Stewart: Efficiency management. 
The Witness: Yes, efficiency management. 


By Mr. Browne: 


Q. Does that come within your scope—the efficiency of that Board? 
—A. Only if I think it is doing something that you did not intend, sir, in a 
financial sense. 

Q. Is there anything in any of these items here you verona to that you 
wanted to criticize?—A. Just the handling of this matter, sir. Take paragraph 
37 there. I can explain that very easily. It has already been discussed 
in the House. During the year the Film Board made films for various 


government departments and in doing so billed the departments for the cost — 


and charged them 10 per cent for general overhead. At the end of the 
year the Film Board in closing accounts decided they had charged too 
much, the volume had been larger than it had expected, and that 5 per cent 
was a fair charge. The department principally involved was the Department 
of National Health and Welfare. When the Board decided that 5 per cent 
was enough they should have returned $11,000 to the departments because 
it was their money, not Film Board money. Instead of doing that the 


National Film Board left that in there for its production costs; whatever 


amount was left in that item lapsed at the end of the year. My thought 
there is that it would have been good practice for the National Film Board 
to have returned that money to the departments concerned. 

Q. Is there any legislation or anything of that kind governing the taking 
of film by the Board?—A. Just the Act. 

Q. I think I saw an item on that, where is it now? 
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The Cwamman: We could deal with that on public accounts by calling 
the people from the Film Board if you care to do it. We are now only 
interested in the matter of auditing. 


The Witness: The Act was passed either in 1938 or 1939. 


By Mr. Stewart: 


Q. On this statement, Mr. Sellar, what happens to the revenue which 
the Film Board receives, does it go into the department account, or where 
would it be placed?—A. It goes into the consolidated revenue fund. 

Q. They would enter what they charged, I mean what they collected on 


their balance sheet, would they not, before turning it over to consolidated 


revenue?—A. These are the transactions within the year. They could still adjust 
that within the year’s account. 

Q. In effect, they should have made a rebate to the other department?— 
A. It should have been a rebate. That is the Department of National Health 
and Welfare was entitled to recover $6,500. That $6,500 should have been 
paid back to the Department of National Health and Welfare in the year to 
which it applied. 

Q. So that we would know the actual operating detail of the Film 
Board and have details as to what the actual receipts and amounts paid such 
as this were, would it not be advisable that all the revenue received by the 
Film Board should be credited to the Film Board as such, so that we would 
know the actual amounts or revenue it took in and set that off against 
the cost of carrying the Film Board on, and have that included in this 
return? It might perhaps show to be a better operation from the stand- 
point of revenue than many of us think.—A. All I can say, sir, is that at the 
present time they are trying to devise a scheme which will meet what you have 
in mind. 

Q. As Auditor General do you think it will be advisable that what I 


_ have in mind should be the practice; namely, for revenues to be shown in 


the Film Board account?—A. I have already recommended to this committee 
within the last two sittings that where we have producing services they should 
finance their operations out of their revenues so we could see whether or not 
they were self-supporting. 

Q. I am glad to hear that. 


By Mr. Thatcher: 


Q. What was the situation.last year? Did they lose money, and if so 
how much?—A. When you say last year, I am thinking in terms of two years 
ago; is that what you mean? 

Q. Yes.—A. Well, their expenditures are always far greater than their 
income. 

Q. But there is no balance sheet at the moment where you could show 


the Film Board at so much?—A. They produce a statement of their own, but in 


view of the fact that items in that statement are produced by the use of 
moneys, working capital made available to them during the war years, you 
cannot say what they earn, whether their operation is above or below the line; 
that is, whether they are in the red or the black. 

Q. I agree with the statement you made that especially in these corpora- 
tions we should have accounts and they should have to come here and explain 
their operations. 

The CHAIRMAN: We deal in the same way with government departments. 
We have nothing there to show the relationship between their revenues and 
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their expenditures. For instance, take the Post Office Department. It has been sy 
suggested by some of the members that it should be operated in that way; the ~ 


result might be that if there is a deficit one year the department would have to 
charge more postage the next year. . 

Mr. TuatcHerR: I know that in Saskatchewan crown corporations, each 
year you know how they stand, whether they have had a profit or a loss, and 
if the loss is large you can provide for it. 3 

The CHAIRMAN: That would apply to all departmental administration? 

Mr. TuatcHuer: No, to all Crown corporations, and it seems to me that it 
would be better to have all government organizations do the same sort of thing. 


The Wrrness: The Film Board is not a corporation; it is just a department. ° 


Mr. MacponNELL: Within a department. 


Mr. Tuatrcuer: That is technical, but it is still being operated for certain 
reasons and I think the taxpayer should know how much it is costing. 


Mr. MacponNNEuu: Does it have its own bank account? 


The Wirness: No. For every Crown corporation there is a balance sheet. 


which is presented and you will find it in the accounts. The Film Board prepares 

a balance sheet for its own information but that is not official because they are 

not a corporation. — ~ 
Mr. Srewart: That is not the Film Board itself. 


The Witness: No, no; if you are criticizing the Film Board because it has 
not a balance sheet I am just trying to give you reasons why it has none. 


Mr. TuHatcHer: What is your recommendation? Would you suggest that with 
Crown corporations it might give a better picture? 


The Wirness: I would lke to think that over, because making films is a 
peculiar business; and its activities are mainly governmental not outside. You 
think in terms of a corporation doing business with the public. The main cus- 
tomers of the National Film Board are the other departments. I should like to 
think over that a little before I answer. ; 3 


By Mr. Johnston: 


Q. When they make a film for another department do they charge that other 
department?—A. Yes sir. 

Q. There must be some revenue then.—A. They are supposed to do it at 
cost when they make it for any of the other departments. 


Mr. Macponnetu: Do they know what the cost is? 


The Wirness: There are disputes to what the cost is, and there have been 
disputes as to whether certain films were ever ordered. 


The CHAIRMAN: We can carry that idea indefinitely. The Post Office 


Department is in much the same position; they do not charge the other depart- 
ments postage and it has been suggested in some quarters that a charge should 
be made for postal servicés to departments particularly because of the cost of 
that mail being handled by the railways and other carriers. That department 
is also dealing with the public as is the Film Board so that it might be included in 
the proposal made by the member. 


Mr. Tuarcuer: I do not think the Film Board are being treated fairly. They 
are very enthusiastic in the work they are doing and I do not think the present 
method treats them fairly, particularly when they have to do the work at cost. 


_ The Wrrness: I think that is where a corporation would show a better 
picture. 
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Mr. Browne: There is a balance sheet on page VA-17. Perhaps if Mr. 
Thatcher would look at that it might give him some information as to what they 
ae Ue to do anyway. Does Mr. Sellar know anything about this balance 
shee 

The Witness: No sir, I know nothing about this balance sheet. 

The CHAIRMAN: We will be taking that up under public accounts and public 
accounts are not the direct concern of the Auditor General. 

Mr. Browne: He examines them. 

The Witness: But not this, sir; the chairman is right, it is the Treasury and 
Film Board staff who deal with this, they put it in. 

Mr. Browne: But you certify it? 

The Wirness: We do not certify it at all. 

Mr. MacponnELL: Why not? 

The WitTNEss: Because it is not required by law, sir. 

Mr. Browne: What do you certify in the Film Board? 

The Witness: Revenues and expenditures, we have nothing to do with their 
operations. 

Mr. BrowneE: You mean, within the Appropriations Act? 

The Wirnesss: Yes. 

Mr. MacdonneELL: I do not want to see us get-off the beaten path here, but 
I must say that what Mr. Thatcher has been saying does strike me as being 
good sound common sense. I wonder if we could pursue this a little bit further. 
I can see the sense of what Mr. Sellar is saying, that they are not doing business 
in the open market, but they do some ordinary commercial work, do they not? 

The Witness: Roughly, about $150, 000 worth a year—maybe more or 
maybe less one way or another. 

The CHAIRMAN: May I call your attention, gentlemen, to the fact that we 
are now dealing with the report of the Auditor General. When we have finished 
with that we will be at liberty to call the officials from the Film Board and get 
all the information you desire. 

_ Mr. Macponnetu: You will recall that what we have before us at the 
moment is an analysis of the suggestions Mr. Sellar is making. 

The (CHAIRMAN: Yes, we are dealing with his suggestions. 

Mr. MacponneELL: Would it not be fair to get his opinion on that? 

The CuarrMan: No, if it deals with his report I have no objection, but if it 
deals with public accounts, we should leave that until the departmental officials 
are before us. 

Mr. TuHarcuer: Following up with the item there on VA-18, on looking 
over the statement of operations—maybe I can’t read a balance sheet or a profit 
and loss statement—but I cannot just figure out what is the net result from that. 

The Cuarrman: Are you asking the Auditor General a question on that? 

Mr. TuHarcHer: Yes. I wonder if the Auditor General can explain that 
for us. Can you tell us by that statement there on page VA-18, whether there 
is a profit or loss on the operations for the year, or what the next figure was? 

The Wirness: There is a net loss there of $78,000. 

Mr. Tuatcuer: Does that suggest that the Film Board showed a net profit 
for the year? 

The Witness: That is why I say you would have to call the departmental 
officials on that, sir. I am sorry I am stupid. I do not know this balance sheet. 
I have no interest in it and I do not know what goes into it. 

Mr. Tuatrcuer: Then it is not a true picture of the operation at all. 
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- The Wirness: I would not like to say yes or no to that. 


The CuHairMAN: May I again say to the members that later on we will neve 


the officials of the departments here, whichever departments the steering com- 
mittee decides to have called, and then members will have an opportunity of 
studying any information they want in relation to public accounts. At the 
moment the Auditor General is here and my submission is that you should ask 
questions only with respect to items which arise out of his report. There are two 
items, 36 and 37, which relate to the Film Board recommendations he has made. 
If we are going to proceed in an orderly way we will have to dispose of those 
first, now that we are on them, and I think we should limit ourselves to the 
points raised in the report of the Auditor General, and then after that we can 
call the departmental officials and go back over the subject with them on public 
accounts. 

Are there any more questions on items 36 and 37? If not has any member 
a section he would like to call? 

Mr. Stewart: Item No. 65, External Affairs. 


The CHarRMAN: All right. 


External Affairs 
By Mr. Stewart: 
Q. I note you say there; 
An embezzlement occurred in the Canadian embassy in Paris, 
Ascertained losses of $4,420.24 were charged to this vote. The employee 
was not bonded under the Government Officers Guarantee Fund. 


Is it customary to have employees bonded?—-A. In this particular case bear in 
mind that we are dealing with transactions going back into 1947, shortly after 
France had been liberated and we were just getting re-established in our 
embassies and so on. It happened at that time that this particular individual 
was not bonded; but the practice now is to bond all officials. 

Q. Do you bond all officials, or simply those handling money ?—A, All offi- 
cials handling moneys in embassies. 

Q. Does that apply to other departments of government also?—A. I think 
as a rule it does, sir, but I would not like to make a hundred per cent statement. 
Well, in fact if I were to do so I think I would be wrong, because while we 
handle very little cash in our office I do not think I have bonded anyone, so 
I would have to say that the practice is not universal. 

Q. Yes?—A. But where there is any large amount of money or where the 
personnel is in the special position of handling money, they are bonded under 
the government scheme; and I might say also that defalecations have been very 
few, so few in fact that we are no longer required to pay a preniium for the bonds. 

Q. I understand that the amount involved in connection with one particular 
employee was $4,400.—A. It was much larger than that. 

Q. It was more than that, was it?—A. Yes, but it 1s pretty well fixed now. 
You have to bear in mind that at that time we had to run what was in effect 
a store in connection with our embassies to supply the staff with food items, 
clothing and so on; we had to import the gasoline used in cars; and the 
Embassy also had a working arrangement with the British embassy; so there 
were embassy accounts in the proper sense and there were unofficial accounts— 
that is, not government accounts. As to this particular clerk who manipulated 
the accounts; he was in a position where he had a little more latitude than he 
should have had, and he manipulated the accounts and issued cheques, or had 
cheques issued, and then endorsed them over to himself and cashed them. It 
arose through that. The individual was in due course arrested, tried in the 
French courts and found guilty. He was given two years and his assets were 
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_ seized by the court to satisfy the claims of the government of Canada. His 
assets are believed to have a value of about $3,000, although we haven’t got 


the money yet. 
The CHAIRMAN: Was He a French national or a Canadian citizen? 


The Wrrness: He was born in Canada and I think was residing in France 
at the time of his employment. 


The Cuatrman: And I believe that occurred immediately after the war, in 
months following occupation. 


The Wirness: Well, I know this, sir; it was not through any- ‘efforts of mine 


‘that this was uncovered, it was due to ‘the activities of Anal Affairs and 


Treasury. The first I know about this matter was in 1948, and obviously it 
would go back some period before that. I think it originated somewhere 
around 1946. 

Mr. Srewart: Would it not be possible for you to check embassy accounts 
abroad? 
? The WITNESS: No sir. I am not trying to claim any eredit for uncovering 
this. 

The CuarrMan: I would like to mention that I happen to know personally 


that in 1945 the embassies in most European capitals had to look out for 


themselves in respect to food and supplies for their employees and it might 
have been that that trouble arose then. 
_ Are there any more questions on the item External Affairs? 
’ ‘Mr. Browne: There are certain matters in which I am interested. Are we 
open to ask questions on the public accounts now? 
The CHarrMAN: Not at this time if we want to carry on.in an orderly way. 
There are a number of items which I know the committee will want to explore, 


but the steering committee recommended that. we deal first with the report of 


the Auditor General and his recommendations, then later on we could have the 
officials of the Department of Finance or other departments before us. It was 
felt that we should deal first with the suggestions made by Mr. yg and then 
call department, officials. 

Mr. Browne: It is not a case. of terminating the discussion about this 
department of External Affairs? 

The CuamrMAN: Well, you see, if we start a discussion on individual items 
of departments we will never be through with the Auditor General. The 


understanding was that we would deal with his report first and that we would 


then go on with departmental items contained in the public accounts. 
_. Mr. Wricut: I wanted to ask some questions in respect to items 61 and 62 
on page 18, relating to the Department of Agriculture. 
The CuairMan: Before you go on with that, may I ask if we have eared 
items 65: and 66, in so far as this ‘report is concerned? 
Mr. Macponnetu: I understood from you that at this point ‘we ace 
ask any questions following item 41, that is where we left off yesterday? 


The CuHarrMaNn: That ts bare But now that we are on these items 65 
and 66 let us clear them up and then go back to any other item in which you 
are interested. Well, then, if there are no further questions on those items we 
will turn to the ones to which Mr. Wright has just referred, items 61 and 62. 


Department of Agriculture 


By Mr. Wright: 
Q. This relates to the Agricultural Products Co- operative Marketing Act. 
I understand that a great many people applied for benefits under this section who 
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are not really co-operatives, and it seems that there were payments made to 


them on account of fur and things of that kind. I understand it included the — 


railway companies and the Hudson Bay Company and large corporations of 
that kind. I do not know whether that is the company referred to there in this 
item 61 on page 18, but the question I wanted to ask the Auditor General is 
whether it actually did apply to such an agency as the Hudson Bay Company 
in respect to its fur sales or should the Act only apply to true co-operatives?— 
A..Well, sir, as I read the Act—I haven’t looked at the particular section 
recently—I formed the opinion that the agreement was legal. This transaction 
refers to the Hudson Bay Company; there is no doubt about it. This agreement 
was made with them, I think, in 1940 or 1941,—anyway in the early days of 
the war,—and whatever was lacking in the Agricultural Products Co-operative 
Marketing Act was made up under the general powers of the Governor in 
Council under the War Measures Act at that time. 

Q. I see—A. We drew attention to this particular contract simply because 
it seemed a little unusual because the Hudson Bay Company might have bor- 
rowed the necessary funds from the bank; or, on the other hand, it may have 
taken the money out of its own general balances; but under its practice it 
charges interest to the department that uses the money. We just wondered 
whether that was the cost incurred within the intent of that Act—it is an isolated 
instance—that is why we drew it to your attention. I do not think it is a matter 
of any material concern. I know, the question has been studied since, and I 
think the intention is to vary it. 

The CHarrMAN: Are there any further questions on these items of the 
Department of Agriculture, Nos. 61 and 62? 


By Mr. Macdonnell: 


Q. I would like to ask the Auditor General a question about this Prairie 
Farm Assistance Act 1939, item 62. He makes the following comment: 


Ten years’ operation of the Prairie Farm Emergency Fund has 


resulted in a deficit of $65,878,764. 


Q. Would you mind telling us in more detail about the emergency fund? 
—A. The Prairie Farm Assistance Act of 1939 was predicated on the assumption 


that the premiums on grain delivered to the elevator would produce enough 


money to provide for the relief provided by the Act. However, the Act took into 
consideration the possibility that in some years it would not be sufficient and 
therefore it provides for advances from the Consolidated Revenue Fund, these 
advances to be repaid whenever there was a surplus in succeeding years. Well, 
there has never been a surplus in succeding years that could reduce the amount 
to any appreciable degree. The result is you have an amount normally of $65 
million which I honestly believe is of no significance now, because I do not think 
it can ever be recovered so we might prudently charge whatever money has been 
advanced up to expenditures in the year and forget it.. That actually has been 
done in the books but normally we rate this money as recoverable. 
Q. Does that appear as one of our assets?—-A. No, sir. 
@. Is there any magic in this one per cent? Was it intended that this should 


be self sustaining? 


Mr. Wraicurt: I do not think it was ever intended that the one per cent of the 
amounts of the payments had to be made out of that fund. It was recognized in 
this that certain lands in western provinces were put into cultivation during the 
first war to produce wheat to help win the war and that this land should never 
have been put under cultivation. They were then under the control of the 
dominion government. Later, after the war, they were turned over to the prov- 
inces, and the provinces felt the dominion was more than responsible for bringing 
large areas, more particularly in Saskatchewan, under cultivation to meet the 
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emergency and even have some responsibility for solving the difficulties that arose 
out of that. I do not think the one per cent was ever expected to meet the total 
cost of the P.F.A.A. There have been—I do not know how many years—two or 


_ three years in the last ten or twelve years in which the collections have been 


greater than the disbursements but over a period of years the Act is almost cer- 
tain to pay out more than will be collected until such times as under P.F.R.A. a 
lot of these lands which are presently under cultivation will be taken out of 
cultivation and turned into community pastures or the like. 


Mr. MacponneELu: We have all had the feeling that this was a very practical 
measure, and in fact I was going to ask the same question that you asked, in 
regard to keeping land under cultivation which should not be under cultivation. 
Is there a point there and are we in the end doing an injury? 


Mr. WricHT: That is a debatable point. I can only express my personal 
opinion on it but it will only be my personal opinion. I think the government 
under P.F.R.A. before the war were taking considerable of these acreages out of 
cultivation and during the war that process more or less stopped because of war 
emergencies. Now, I think it is the intention of the government to continue to 
take some of this land out of cultivation. 

Mr. Macponne.u: Would it be reasonable, Mr. Chairman, to have this 
matter discussed before the steering committee? 

The CHatRMAN: What is it exactly? 

Mr. MacponneEtu: It is item 62, on the question which Mr. Wright raises. 

The CHatrMAN: That point will be brought before the steering committee 
after we finish this present order of business. Are there any other items or 
headings that members want to call? 

Mr. Batcer: Item No. 67, Department of Finance. 


The CHAIRMAN: Item 67, Department of Finance, page 19. 


Department. of Finance 


Mr. Baucer: An advance of $11 million was made to the Wheat Board and 
no claim was ever made by the Wheat Board to get this $11 million. I do not 
quite understand this part. 


The Wirness: The situation is this, Mr. Balcer, under the Wheat Board 


Act is provided that the government fix selling prices and in that particular 


year the government fixed a price for No. 1 Northern on a certain basis 
at $2 per bushel, that was the selling price, and it was provided in the order 
in council that on sales to millers and others manufacturing wheat into food 
for human consumption in Canada, they would be entitled to a refund of 
464 cents a bushel. The order in council proceeded by directing the Wheat 
Board to make these refunds out of its money, and in due course an appropriation 
would be obtained from Parliament to recoup the Wheat Board for its 
expenditures. In this particular year, the appropriation was secured. The 
Wheat Board had not made a formal demand for the full amount, that 
is to say, they had not put through their vouchers and claims but an advance 
of $11 million was made to them before the vote lapsed. At the time of the 
audit, which was completed in the late summer, a settlement had not been 
received but after the report was in the hands of the printers the Wheat Board 
did make a formal demand supported by the necessary claims and by the end 
of last year the accounts were practically all settled, that is the vouchers were 
there against the claims. 


_ The Cuarrman: Are there any further questions on item 67? 
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By Mr. Reais 

‘Q. You went beyond April 30th then, in making this audit. of item 67. 
It was completed in July, you say?—A. The audit of the accounts was’ completed 
in July. 

Q. July of 19492—A. You See, my audit cannot be completed until the 
accounts are closed and I finish my audit work in July as a rule, some of it 
goes through into August. But at the time we finished looking at the accounts 
of the Departement of Finance in July an accounting had not then been made, 
but we do know that an accounting was made to the department in the month 
of September, but that was after the report was in the hands of the printer. 


By Mr. Macdonnell: 


| Q. Why would there be all that delay?—A. You will have to ask the 
Wheat. Board. ‘ 

Q. Perhaps I am unreasonable in saying that delay. It seems to me a 
long delay.—A. You will have to ask the Department of Finance, sir. 


The CHAIRMAN: Any other headings? 


Department of National Defence 


By Mr. Thatcher: 
Q. Item No. 74, the Canadian Commercial Koarcorarien The auditor says 


they are not taking the cash discounts. Have they changed that practice _ 


by now?—A. Yes. 
Q. They have changed that practice?—A. Yes, str, and I have here a note, 
it is dated the 4th of January of ths year, from Mr. Low, the managing 


director, speaking of the changes. He said the efforts to induce companies to — 


quote discounts of less than thirty days have met with considerable success 
and that it was being expanded, that they now have amended their tender form, 
and generally speaking they are very satisfied with the co-operation they are 
receiving from suppliers. The problem essentially is making certain that we 


claim the discount within the proper time, that is to say, the goods have to be — 


delivered into some division of the Department of National Defence, checked, 
and the vouchers sent on for payment within the alloted period of time. If 


delivery is made, say, in Regina, and the payment is being made from Ottawa — 


or if it is a split shipment with some shipments going to Toronto, some to. 


Plouffe Park, and another one to some other place, you have to bring these 
three together before you can claim your discount. 

Q. Would you know offhand what the net profit or loss of the Canadian 
Commercial Corporation was last year? Did they make money or did vey 
lose 1t?--A. They made a little money. 7 

Q. They would have made $12,000 more if they had been. on their toes?— 
A. This $12,000 will be reflected in the national defence revenues, not in theirs. 

Q. Then it is the Department of National Defence which was lethargic in 
this?—A. Yes. 

Mr. Macponne.u: Are they still breaking the law in the Canadian Com- 
mercial Corporation— — 


Mr. Crouu: Who said they are breaking the law? Did Mr. Sellar say that? | 


- Mr. MacponneLu: You remember a year ago they were breaking the law: 


Mr. Croiu: I remember you telling that to the public of Canada, but they 
did not believe you. I think your question is badly worded, Mr. Macdonnell. 
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By Mr. Wright: 
Q. Just under what Acts is the Canadian Commercial Corporation operating 


F nn what control is there with regard to the letting of contracts? What conditions 


are imposed? I refer to the old Defence Purchasing Board, which operated under 


_ the Defence ‘Purchasing Act, and as of 1938 or 1939, the Defence Purchasing 
- Board lapsed when the Department of Munitions and Supply was formed during 


the war. Instead of going back after the war to the old Defence Purchasing 
Board and the Defence Purchasing Act, which had a lot of safeguards with 
regard to the letting of contracts and the ‘conditions under which supplies should 
be secured in Canada, we started to purchase our military supplies in Canada 
under the Canadian Commercial Corporation and through them. Originally 
the Canadian Commercial Corporation was set up for the sole purpose of pur- 
chasing short supplies, that is supplies which we did not have in Canada or 
setting up reserves, and their power was extended to cover the purchasing of 
defence material and war materials for the Defence Department. As far as 
I can find out, there is very little control over the methods that they are using 
at the present time. Later, I hope the officials will be brought before this 


- committee. 


Mr. Macponne.u: I will show you an $800,000 item in a minute,— 


By Mr. Wright: 

q. I am asking you now just what safeguards there are, to your knowledge, 
to protect the public with respect to purchases being made through the Canadian 
Commercial Corporation?—A. The Canadian Commercial Corporation makes its 
purchases for national defence by applying the Munitions and Supply Act. That 
Act has never been repealed and is still operating. The Canadian Commercial 
Corporation in purchasing for national defence is exercising powers delegated to 
it as his agent by the Minister of Trade and Commerce, who is the minister 
who administers the Munitions and Supply Act. Therefore, the first checks on 
the operations of the Canadian Commercial Corporation are those of the 
Munitions and Supply Act, of course, this Act provides that whenever any 
proposed contract exceeds $15, 000 the Governor in Council shall approve the 
contract. 


By Mr. Macdonnell: 
©. Which minister?—A..The Minister of Trade and Commerce. Those are 
your statutory safeguards, sir. 


By Mr. Wright: : 
Q. They are the only safeguards?—A. Whatever is in the Munitions and 


Supply Act. I assume the regulations of the Canadian Commercial Corporation 


are designed or have met with the approval of the Minister of Trade and Com- 
merce because various civil servants are the yr aney of the Canadian Commercial 
Corporation. 


By Mr. Thatcher: 
Q. Have you any idea of any other department in the government which 


is not taking advantage of cash discounts? ‘The reason I ask is this: I have 


heard of many experiences where governmental departments would purchase 
something and the wholesaler or the manufacturer would wait for months and 


months to get paid. The account would go from one department to another, 


apparently, and be approved by some other department, and by the time it got 
back it might be months later, and it occurred to me that if this happened in very 
many departments, the taxpayers might be losing very substantial amounts ag 


_ far as cash discounts are concerned.—A. I would like to have a specific instance 
of what you are telling us about so that I can trace it down. I can give you an 
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instance I know of. A weekly newspaper was requested to carry an advertisement . 


for the Department of Public Works calling for tenders. It carried the advertise- 


ment and in due course sent its account to the Public Works Department for _ 


; 
“ 


be 
- 


payment, but the Public Works Department cannot pay forthwith, the Public | 
Printing and Stationery Act calls for it being approved by the King’s Printer ~ 


first, so this account went to the King’s Printer and was approved by him. ‘Then 
it came back to the Public Works Department. There was a delay. Finally, 
the editor wrote a letter to me and said our system was very poor and blamed me 
for it, so I personally had to trace it through. But generally speaking your main 
complaint must be in connection with National Defence orders where they are 
spread out over the country and where it takes time to get in the paper. 

Q. The point I am making is that the Dominion Government must be 


purchasing millions of dollars worth of goods in a year from various sources, — 


and what I would like to know is whether you know, as auditor, if the govern- 
ment in every case possible is taking their cash discounts?—A. When you 
say in every instance possible, I may say I do not examine every account, but 


a standing instruction to my supervision is to watch to see if advantage is — 


being taken of trade discounts and if departments, when they are contracting, 


are seeking to get a trade discounts provision included. In the audit last year, — 


the only department that came forward as are not getting all trade discounts 
it was entitled to was National Defence, so now a direct answer, I cannot give 
you cases, and therefore, I think the system is in very good order. 

Q). Would you say the average account of the Dominion of Canada is 
paid within thirty days?—A. No. 

Q. If it were not paid within thirty days, would they not get the cash 
discount?—-A. Many accounts have no provision for cash discounts. 

Q. Most accounts would give you a cash discount for prompt payment.—A. 
As I say, we watch to see if the departments are taking advantage of the pro- 


vision for cash discounts. I have seen cases where we have taken cash discounts — 
when more than thirty days have passed in the hope a supplier would not — 


come back to claim this money. I have seen that done. 
Q. I would think in view of the amount of purchasing the federal govern- 
ment must do, we should look into that later on. 


The CratrMANn: I have given a lot of latitude to this discussion, but I really 
think that a full review of this question of discounts should be left ‘till later on. 


Mr. Ricuarp (Ottawa Hast): Is it not impracticable from this point of 


view, that the government requires an inspection to be made of the goods that — 


they receive, of the merchandise that is sold to them, and in order to make this 
full inspection they would rather wait thirty days before making the payment. 


The Wrirness: In connection with National Defence that is particularly 
true because you will have shipments going to several ordnance depots where 
inspections and counts are made, and the paper has to flow through to the central 


point for the cheques to issue and when you have to have the various approvals — 


in the department thirty days can pass very quickly. 


By Mr. Thatcher: 
Q. That is one of the points right there. —A, That is administration. I 
cannot help you, sir. 


By Mr. Browne: 


Q. Just one question, Mr. Chairman. Is there any central department of — 


supply to do the purchasing for the government, or does each department do 
its own purchasing?—A. With the exception of National Defence. 


Q. There is a department of supply for all the other departments?—A. No, 


no, every department buys for themselves, except the Department of National 
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- Defence. As was stated, in 1939 there was legislation taking away from the 
_ Department of National Defence the power to buy and it was placed under a 
_ board. Now it is under the Canadian Commercial Corporation. 


= The CHamrman: Gentlemen, we are now on the Department of National 
Defence. Can we not stay on this subject and revert to item 78? We are at the 


moment considering the Department of National Defence. 
S 


d _. By Mr. Browne: 


Q. Item No. 78 refers to vote 244. That is a very large vote of millions of 
_ dollars out of which there have been appropriations made for scholarships.’ How 
is that controlled, Mr. Sellar? The vote itself runs into $19 million, and there 


2 _ are no details given in the estimates?—A. May I read to you from their Act, 
7 section 8, sub-paragraph 3: 

7 Subject to the approval of the Governor in Council, the Defence 
: Research Board may (a) enter into contracts in the name of His Majesty 
4 _ and establish scholarships in connection with and make grants-in-aid for 


research and investigation for national defence. 
The control is partly with the Governor in Council. 


; Q. Who allots the money out of that vote? You see, the vote is for $19 mil- 
lion, and this only deals with a $200,000 amount. How is it segregated?—A. The 
Consolidated Revenue Act, section 26, requires at the beginning of each fiscal 
-. year, the deputy minister or other officer concerned to submit to the Treasury 
_ Board a proposed allotment of the vote for the year. Once Treasury Board has 
approved those allotments they may not be varied without the consent of the 
_ Treasury Board. What happened in this case was that the Defence Board 
__ applied for an allotment for research and scholarships and set up that amount 
out of your big vote. 
Q. Are there any rules about those scholarships or are they just given by 
- the Governor in Council or by the board?—-A. They are made by the board. 
. Q. Without approval from the Governor in Council?—A. Specifically I do 
not think there is approval by the Governor in Council. I would have to verify 
all that. What happens is this. This is in connection with research and scholar- 
ships, and you never can tell when a research project is going to finish. The 
scientist may find an answer in a week, or he may take ten years and then 
never find it. 
Ss Their practice is to allot within their items a certain amount for research 
and a certain amount for scholarships, and then they will make some advances 
to start off with and if it does not get anywhere they may drop it altogether. 
On the other hand, it may be a matter of a scholarship. Let us say they have a 
promising individual, a man who is qualified for everything except one parti- 
cular line, they may give him a scholarship to go off and take a special course, 
maybe for one or two or three years, whatever time it may take. That is how 
they handle it. 
d The CuarrMan: Are there any further questions on items 74 to 78? 
Mr. Macponnetu: A point has come up as to which I wanted to ask this 
question; why was it that the Canadian Commercial Corporation was allowed 
to do their purchasing? I suppose that was because they were set up to take 
care of the contracts, there being so many of them. 
The Cuarrman: I think that would be a question of policy which the 
Auditor General could hardly answer. 
Mr. Macponnetu: But my thought was that he might guide us. 
The CHarrMan: Yes, but I do not see that it is any use for us to go into 
' that. That is a matter of government policy. Now then, is there any particular 
item you would like to have called? 
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Post Office Department 


Mr. Macponnewt: Yes, item No. 42. Now, I recall that when we were dis- _ 
cussing that point the other day the fact was brought out that in the case of — 
the Post Office Department they were not charging for everything. I am dealing | 


with the last item in 42. One thing to which I wanted to attract particular 
attention is this—and it seems to me very undesirable—that the Post Office 
Department does not charge for the carrying of mail on those steamship services 
that are subsidized by the government. Now, that it seems to me is a matter 
we ought to look into because I think it is very unsound. Here you have a sub- 
sidy given by the government, it is simply based on what the steamship com- 
pany earns, and yet the Post Office Department does not pay for the service. 
That seems to me a little unusual. 

The CuHarrMAN: What is the question you want to ask? 

Mr. MacponNngELL: My question is based on this item. 

The ‘CHAIRMAN: Was that on the item I called? 

Mr. MacponneEtu: Yes, and I am asking you to have the witness answer it. 


The (CHarRMAN: That is one of the things for the steering committee to 
econsider—I mean the advisability of calling the Post Office eHeale or the 
Department of Finance. 


Mr. Macponne.tu: Whichever is useful. 
The Witness: Or the Marine Commission. 


The CHAIRMAN: Now we are studying these items of the Post Office Depart- 
ment, item Nos. 42 to 44 inclusive. 


Mr. Browne: May I ask a question on that? 
The CHAIRMAN: Yes. 


By Mr. Browne: 


@. What you have reference to there relates to the carrying of mails? 


—A. Oh, yes. 


_ Q. And they are carried by these steamships?—A. Yes. What I mean is — 
this, you are dealing with subsidized services. Subsidized services for a great 
many years were handled by the Department of Trade and Commerce but in © 


more recent years they have been placed under the Maritime Commission. 
Mr. MAcpdONNELL: Does that apply to the east coast? 


The Witness: To both, the east coast and the west coast and deep aan 
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The purpose of these subsidies is not the carrying of mail but rather to give 


services to communities who do not have rail facilities or road facilities; it 1s to 
earry their goods and provide them with a service. The person who gets a 


subsidy has to agree to have his accounts audited to establish what his profits are — 4 


and to determine whether or not the subsidy is justified. Now then, the govern- 
ment decided many years ago—I do not know which government did it but some 


government did it—that if a service was going to be subsidized it should be. 


required to carry mails without making any charge. As a matter of fact, in any 
case where a subsidy contract is made they have to carry all government mail 
and certain categories of government officials without charge. 

Mr. Browne: Could we have some of the steamers you are Ae ral to; does 
that include the West Indies service? 

The WitnsEss: No, not the West Indies service, it 1s mainly local services. 
They are listed in the estimates, sir. 


Mr. MacponNNELL: On what are the subsidies based? 
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“The Wirngss: The subsidies are based on the opinion of the Marine Com- 
mission as to what is necessary to meet local requirements. If you have an 
_ estimate book there, sir, if you will look at 310, you will find details there is 
- an example. 


Mr. Browne: Oh yes, those are local. 


The Witness: In the main, they are local services. I am just drawing your 
attention to that. It is not the trans-Atlantic mails. 


The CHAIRMAN: Are there any further questions on Post Office revenue, 
items 42 to 44? 


Mr. MAcDONNELL: Yes, item 43, the last sentence there expresses the opinion 
of the Auditor General: 
Hither the profit or loss on each service should be disclosed, or the 
financial transactions of Post Office be managed as commercial rather 
than departmental accounts. 


/ 
‘i 
is 
: 


We know what that means, but how are you going to introduce commercial 
practice, having everything done on a common commercial basis in this depart- 
ment? Is that not going to be rather difficult? You see what I mean? 


The WITNESS: Yes sir. What I mean is this: Parliament fixes the rate for 
first-class mail and also for newspapers, while parcel post and rates of all the 
_ other mail services are fixed by the Postmaster General. It could happen—I do 
- not say it does, but it can happen—that the rate parliament fixes may be more 
than necessary to carry the Post Office by reason of the substantial profit being 
made on these other services and vice versa. My thought is this, that the 
Post Office Department is very well run department and has a very excellent. cost 
accounting service; but either the Post Office Department’s annual report should 
set out what are the revenues from parcel post, what are the coasts of carrying 
parcel post; or, alternatively, why not say to the Post Office Department: here 
you have a certain sum of money, run your own business—that is what I was 
meaning, sir. 


Mr. Caver: May I ask a question there? The Post Office Department has 
many ancillary services which it performs for other departments, such as the 
selling of radio licences and other different domestic matters. Do they receive any 
revenue from other departments for the work which they do for them? 


The Witness: Yes, sir, with the exception, as I pointed out in the paragraph, 

- that they do not receive anything for the redemption of war savings stamps for 
the Department of Finance. Also, they have always regarded the Post Office 
Savings Bank as really being a function of the Department of Finance rather 
than their own, but they carry on the business. 


- By Mr. Johnston: 


Q. You make one reference there to the franking privilege, that in your 

opinion the Post Office Department should charge for that. Can you tell us 

_ what the practice is in the states in regard to that particular thing?—A. No sir, 
[am sorry I do not know. 

Q. What I have in mind there is this: does the Post Office Department 
in the Unitd States charge members for their own mail or do they have a frank? 
—A.I don’t know. Remember I am not speaking about the frank you. are 
referring to, the franking privilege enjoyed by members of parliament and 
senators. What I am talking about is the government departments. Your 
constituents live out all over the country. If you happen to be the member for 
Ottawa, let us say, anyone in Ottawa can come, write to you or see you, but any 
person living outside of Ottawa is under the difficulty of having to write to you, 
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and I think it is right that he should have the privilege of isecane you. without 

putting a stamp on his letter, so that he is on the same basis as a person inp 

here on the spot. What I am talking anu} is a different thing, I am talking 

about the departments. 
Q. I see. 


By Mr. Thatcher: 


Q. Do you mean that the other departments would pay the Post Office — 
Department, is that your point?—A. What I mean is this, that when I put mail 
out from my department that mail should go through the meters at the post 
office and at the end of the month the post office should charge me postage just 
as though I had put stamps on it. “i 

Q. Would that not be just a bookkeeping entry in so far as the taxpayer is 

concerned? What does it matter to the public whether the Post Office Depart- — 
ment does or does not charge you for carrying your departmental mail? It does 
not make any real difference, does it?—A. Well, I go even further than that. 
I think everyone who sends letters out ought to be required to put stamps on 
them. I also think that if we were to do that, if we had to pay for postage, a lot 
of people would be more careful as to what they mailed and so there would be 
indirect savings. 
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Mr. Jounston: Do you think that would ‘be a material saving? 
The Witness: You would have to have experience to prove that. 
Mr. Browne: Do any of the departments buy stamps? 


The Witness: We pay postage on everything we mail away from Ottawa. | 
If I have an office outside of Ottawa and mail out a letter from there it carries a 
stamp. Here in Ottawa, of course, it is not stamped, it goes through on the frank. 


Mr. Benipickson: That is the department referred to by the Minister of 
Finance in his budget speech this year. 


Mr. Jonnston: Did you say you put stamps on your letters here in Ottawa? 

The Wirness: No, I said that when I mail a letter to any point outside of © 
Ottawa it is stamped, I use postage. 

Mr. Prupuam: Is there any way of finding out the value of stamps used 
on cheques? 


The Witness: No sir. I think one of the departments has made an attempt 
to estimate that. Originally the Act provided that you must use excise stamps 
on cheques, but that kind of tax was so unpopular that the minister, to whom 
IT was secretary at the time, said that he had too many complaints that he was 
going to make it as easy as possible for the taxpayer, and much against the will — 
of the Postmaster General he provided that you could put any sort of a stamp ~ 
you liked on a cheque, and that was done back in the 1920s, sir. 


The CHAIRMAN: I think while we are on these items relating to the Post 
Office Department we had better clear them up. Are there any further questions 
on these items? ! 

Mr. PrupHam: If we are still on the Post Office items I would like to ask 
Mr. Sellar if he could make an estimate of what that amount used on cheques 
would ‘be; is there any way of determining that? 

The Witness: The Post Office have made a calculation and they gave me 
the figure, and that is why I was pausing, to see if I could recollect the figure 
but I cannot; but if you were to ask the Deputy Postmaster General he could 
probably give you that figure, or Mr. Sim. I haven’t got it. 

The CHAIRMAN: Department of Public Works, items 45 and 46, 
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Department of Public Works 


ur By Mr. Johnston: 
Q. On section 45, I see there is a reference there, about the middle of the 


paragraph, to the commissions paid in the Hull-Ottawa area; that in some cases 
it is 5 per cent while in other cases 10 per cent is paid. I assume from your 


observation that the payment of 10 per cent is contrary to the Act; is that so?— 
A. No sir, no, there is no provision. The reason I draw your attention to this 


is that there is no provision in the Act for the Department of Public Works 


collecting its revenues by other than its own staff. That particular 10 per cent 


item there, sir, is capable of a very simple explanation. Those are rents that 


are collected from properties expropriated by the government, and actually the 
fellow who gets the 10 per cent doesn’t get as much out of it as the fellow who 
only gets 5 per cent. They are real estate firms. 

Q. Why should that be? I don’t want to dispute your word at all but it 
does seem to me strange that rents should be harder to collect in the Hull-Ottawa 
area than in certain other areas hike say Toronto.—A. There are three in Ottawa, 


sir, and I am talking about the one who gets this 10 per cent. 


Q. Who would they be?—A. They are Theo. Lambert, F. X. Laderoute 
and the Industrial Collection Agency. 

@. And the Public Works Department owns the properties involved? 
—A. They are properties which have been expropriated on the waterfront of 
Hull, on the other side of the river, and there are several properties which 
have been expropriated along Wellington Street. They are not residential 
properties in the true sense of the word, nor are they commercial properties, but 
rather a mixture of the two. Under this arrangement it costs less than it would 


to have the civil servants do it. But I thought I should bring it to your — 


notice, that it was not contemplated that we should collect rents by other than 
public officials. 


Mr, Benipickson: I think 5 per cent is reasonable but 10 per cent is rather 
unusual. . 

Mr. Ricuarp: I could say something on that. 

Mr. Jounston: Is 5 per cent the normal rate charged for collecting rentals? 

The Wrirness: But remember: in this particular case the ‘total amount of 
rental involved for the year was only $400. 


Mr. Ricuarp: I can say something about that, Mr. Chairman. These 
properties were all, a very poor class of building; and, as a matter of fact, 


-many of the tenants of these properties have been in my office on many 


occasions when they would be three or four months behind in their rent—the 
rents run about $16 a month—and they would be out of work and the collector 
would be after them and so on. They are not properties which it was ever 
intended. should be used as homes, but when people are up against it they have 
to have some place to live. 

Mr. Jounston: It may be that the properties are not worth any more 
than that. , 

Mr. Ricwarp: That is the point; but these are the class of people who 
couldn’t find accommodation anywhere else and you had to have some place 
to give them shelter. 

Mr. Jounston: It does seem to me that it is rather a poor precedent to 
set, because it is rather debatable whether a fee of 5 per cent should have been 
allowed in one case and 10 per cent in another. 

Mr. Ricuarp: But the 5 per cent properties were easier to collect from than 
those for which a fee of 10 per cent was charged. 
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By Mr. Johnston: 


Q. There is another item there in the next paragraph, 46, about which 
I should like to have some information. I see that you refer to the fact that — 
there are ten tenants; are those the tenants to whom you referred in discussing | 
section 45?—A. No sir. a 

Q. What property is it that you referred to there?—A. That property 1s 
the one that runs parallel with the Printing Bureau. 

@. Is that the ladies’ residence?—-A. No, it is further up this way, just 
where the light is, opposite there, nearly facing the church. 

(). And those tenants were all private families?—A. Yes they were all 
private families. 


Mr. Buur: While we are on that item 45, can you tell us whether the 
government carries insurance on all government buildings? 

The Witness: No, sir. There is an old order in council, going back sixty 
years, saying that the government will carry its own risk. 

Mr. JoHNston: Before you leave item 45, Mr. Chairman, there is one 
question I would like to ask which relates to this 5 per cent and 10 per cent fee. 
Is there any other insurance where there is a fee of 10 per cent paid?—-A. No, sir. 
There are these cases in Vancouver, Winnipeg and Montreal and Ottawa where 
the fee of 5 per cent is paid, and there is this small one in Ottawa where 10 per 
cent is paid. 

Mr. Browne: Can we go on to the next page now, to items 47 and 48? 


The CHAIRMAN: Are there any more questions on these items we now have 
before us? All right then, we will take up 47 and 48, Appropriations and 
Application of Votes 47 to 57 inclusive. 


Appropriations and Applications of Votes 


By Mr. Browne: 


«). These items would also include supplementary estimates, I suppose; and I 
assume that there would also be lapsations in those as well as in the main 
estimates?—-A. These include the supplementaries sir. | 

~ Q. Would the amount of lapsations be as great with respect to the 
supplementaries as with the others or would the lapsations be larger for the 
supplementaries?—A. If you will look at paragraph 54 I refer there to a 
supplementary item where there was a larger lapse. There I give you the main. 
estimates and the supplementaries and show the amounts which have lapsed. 

@. There were some of them included there?—-A. But understand, sir, 
that a great deal stems from the fact that too many small votes are made. 


By Mr. Macdonnell: 


Q. I want to ask a question about National Health and Welfare where I 
see the amount is $23,000,000, and Mines and Resources where the amount i6 
over $5,000,000, and I would like to ‘ask the witness to comment on that. I 
would also like to know if departments make a habit of doing it that way. I 
may say that it looks to me to be very sloppy, so to speak. I suppose that is 
not a fair statement. But I see, further, that the lapses in the case of the 
Department of Public Works amounted to $33,000,000. I was just wondering 
whether all concerned are really trying to be as economical as they sometimes 
profess to be-—A. With respect to both of these cases there is a very simple 
explanation. If you will look at paragraph 49, sir, you will see that the National 
Health and Welfare lapses are in connection with the health grants to the 
provinces; you will see that they were for hospital construction and in connection 
with that item the lapses amounted to $10,776,000, and for the prevention of 
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Bnental i illness it Panta to $3,500,000. The reason was, you remember, that 
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that is the year when a start was made on these welfare projects and they were 
still organizing and they had not made the progress they had expected. 


Q. Well then, let us take a smaller item, External Affairs, where the lapses 


amounted to $1, 367, 000, and Transport where it was $15,433,000. By the way, 


I see that National Defence is comparatively small. We understood that they 


had a big one-—A. National Defence is under another heading. 
Q. We will come to that then. Well, then, let us take one or two of these, 
let us say a small one like Finance or a large one like Public Works. 


The CHAIRMAN: What is your question? 


Mr. MacponneLu: My question is this. I asked the witness if he could 
give us any indication as to how these huge amounts arose. 


The Witness: Which one would you lke, sir? 


Mr. Macponneutu: I would hke to take a small one; let us take Fisheries, 
$1,167,000. ’ 

The CHamrMAN: Let us deal with that then. 

The ‘Witness: You want that Fisheries item? 

Mr. MACDONNELL: Yes. 

The Witness: Yes, it was $1,167,000—that was on fish inspection, including 


_ fisheries officers in connection with Fisheries contro] and protection services— 
_ there is half a million dollars there; there was a lapse of approximately $150,000 


in the vote to provide for the construction of or to assist in the construction of 
vessels of the draeger or long liner type; and there are other various small votes— 
there was a lapse of $105,000 in connection with transportation, dressing and 
dyeing and other expenses incidental to receiving and disposing of the fur 


geal skins. 


Mr. MacponneELu: Is it not awfully hard to square these big amounts with 


- the idea that estimates are closely scrutinized? 


Mr. THatcHer: Would Mr. Sellar be the one to deal with that, Mr. 


Chairman? 


Mr. Macponneuu: I was asking a general question. Is it not awfully 


difficult for him to square these big lapsings with the estimates to which they 
relate, and with the statements that have been made? I am sure they are 


aise 


- sincerely trying to do it, that Treasury Board are cracking down, cutting here 
and there to the very lowest terms. It seems to me it is rather difficult to 
do that. 


The Wirness: You have to bear in mind, sir—another department you were 
referring to was Transport, and also Veterans Affairs. 


Mr. TuHatcuer: And Public Works. 


The Witness: And Public Works. Well, the explanation is this; bear in 
mind that you are thinking in terms of the year 1948, that was the big con- 


struction year when everything in the supply position was tight and a general 


order went out that all departments were not to buy any materials unless it was 


- absolutely necessary and the result was that a department such as Public 


ee 


- Works and Transport did not proceed with a good many projects for which they 


_ had had money voted. 


Mr. Benipicxson: I know that in my constituency there were ay 
items of the estimates which later on ‘because of the general situation were not 


_ proceeded with. 


Mr. Macponnewu: I can understand the situation with regard to a large 3 


i department such as Public Works or Veterans Affairs, there were supply 
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difficulties there. May I take one of the deparinents hen the: peat is not 
so large; for instance, External Affairs, where it was $1,367,000. What is the ¢ 
explanation there? ; 


The Wirness: The department apparently was able to carry on with 
$125,000 less than they expected. Representation abroad was $1,100,000 less 
than required. That is where the two big items come from. 

Mr. MacponneE.u: It seems to me to be important, Mr. Chairman. 

The CuairmMan: I think you should get that information from the officials. 


Mr. THatcHer: May I put my finger on one item. I notice under vote 797, 
eancer control, parliament passed an item of $3,500,000 and of that amount 
$2,633,000 was allowed to lapse. I wonder how on earth that could happen when 
we are trying to do something about cancer. Why would they let the biggest 
part of that lapse? Have you any information about that? 


The Wrrness: My recollection is that that was subject to an agreement 
with the provinces, where the provinces undertook to develop certain plant. 


Mr. Beniwicxson: And the provinces did not come forward with the 
additional money. 


The Witness: The provinces were not ready to carry out their plans and 
so it was not until the next year that they actually needed the money. 


Mr. THatrcuer: That would be true also in connection with some of these 
other votes. 


The Witness: What I am getting at there is, that the money could not be 
used because the other people were not ready to go ahead with their part of the 
general scheme. 


Mr. TuHatcuer: Could I ask a special question about the provinces there? 
The CHAIRMAN: Yes. 


By Mr. Thatcher: 


@. I do not want you to go to a lot of trouble, but can you tell me whether 
the Saskatchewan grant was used or is it still available there? I do not want 
you to go to. a lot of trouble in getting the answer.—A. You mean in ‘that 
particular year? 

Q. Yes.—A. Under the scheme, in my opinion, the province of Sask aoe as ' 
was paid a little more than it should have been. 

Q. Then they used it all?—A. Through the fact that Saskatchewan was 
given an advance for the work in the month of February whereas actually the 
work was not carried through until later in the year, and I challenged the 
payment for February and March as belonging to a previous fiscal year. In 
anticipation that I would be asked a question about that I asked my man to — 
verify it and he said that the province of Saskatchewan carried out its project — 
during the year. by: 


The CuatrMan: Are there any further questions on items Nos. 47 to 57? 


By Mr. Macdonnell: 


@. What about item No. 50, loans and investments totalling $41,467,677? — 
I would like to ask about this loan of $1,250,000 to the Canadian Broadcasting 
Corporation. Would Mr. Sellar be able to tell us—my impression is that that 
is only a part of what they get. I do’not know which year it was in but I saw 
an amount of $4 million somewhere——A. That is later, sir. I think you will 
find that the $4 million item is the one that they are now operating on, as it 
were. This is up to March, 1949. 
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i Q. Is this vote a loan or an investment?—A. They are required to pay 
interest on it. I do not know if we will ever. get it back. 

Q. Sometimes that doesn’t mean very much; I mean paying interest. 

Mr. JoHnston: How much interest? What rate? 


“f ‘The Wirness: Three per cent. 

Bey 

q By Mr. Macdonnell: 

4 / Q. They pay interest on this also apart from getting a government grant?— 


_ A. You are treating this $1,250,000 as being a grant? 

a ‘i Q. No, I was not really, but is there not a grant?—A. No, they get the 
proceeds from the sale of licences and their income from commercial advertising. 
- They get the $2.50 licence fee. 

4 Q. In one sense that is a grant and in another it is not. — 

| 


Ne Q. Do they have to pay for the collection of those fees out of that $2.50? 
_ —A,. No, sir. Parliament two or three years ago amended the legislation so that 
- they get the gross. The Department of Transport now has to pay the cost of 
collection. 


a ; By Mr. Johnston: 
: 


“ e 


By Mr. Benidickson: 


Q. You were referring a minute ago to a matter of health and welfare in 
response to a question by Mr. Thatcher when he was referring you to paragraph 
No. 49, vote No. 797, and in reply you made an explanation of that overpayment 
to Saskatchewan. I find that this is also covered in paragraph 81. Is that 
 correct?—A. $15,584. 
~~ Q. Yes, that is right. That deals specifically with an overpayment in 
connection with combating tuberculosis?—A. Yes. 

4 @. And then you drew the general observation that one could assume that 
' probably they had used up pretty well all the money they were entitled to under 
_ the health grants because they had overdrawn on this particular vote?—A. No, 
they had not overdrawn. They spent the money before this scheme eame into 
effect, but their argument was they spent it after it had come into effect and 
as the department was pleased with the way they were doing things they did 
not want to quibble over it. 

ag Q. This vote 797 represents ten different forms of health assistance given 
- to provinces and it is quite possible that Saskatchewan or any other province 
may have used all the money that it was entitled to under one item but not 
necessarily used all the moneys granted to them that year—A. That is right, 
Sh es : 


i: The CHAIRMAN: Has anyone further questions on item 81? That then 
- disposes of item 81. Are we through with items 47 to 57? 


By Mr. Thatcher: 


M Q. Item No. 51. Take that Labour figure of $2,787,148.94, does that include 
> employees of the Wartime Prices and Trade Board?—A. No, sir. Wartime 
' Prices and Trade Board is under finance. You are referring to this $2,787,000 
’ figure for Labour. If you will look at the next item, 52, you will see this is 
in connection with vote 148, vocational training for discharged members of 
~ Canada’s armed forces. The lapse was $2,228,268. 

>> Q. I wanted to ask a question about the Wartime Prices and Trade Board. 
_ Where would it be proper to do it?—A. It is under the Department of Finance. 
4 Q. Right now, then; would this be the time? : 
The CHAIRMAN: Yes, if it deals with lapsings. 
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By Mr. Thatcher: 
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Q. You know, this department is being gradually closed down. Are the 
employees being dismissed or are they being put in other departments or what — 


A. Well, I think a little of everything has happened. They 
are drifting away. Naturally, a person does not want to stay with a dying 
activity. There is no future. Therefore, they are drifting away. They had, 


for example, a clerk from my office during the war, and they released her back — 


to me some time ago. She is sixty-five years of age and she is taking her 
retirement now. I know of an officer in the Department of Finance, who was 
with the Wartime Prices and Trade Board, and I think that their comptroller 
has recently gone to the Canadian National Railways. All that sort of thing 
is going on. The people there now are mainly employed in connection with 
rentals. | 
Q:. Have any of the employees of the W artime Prices and Trade Board 
been deliberately dismissed? I would put it that way.—A. I would have no 
knowledge of that, sir. 

Q. Who would we have to get to answer that, the minister? 

The CHAIRMAN: You can get the officials of the Department of Finance. 


The Witness: The Chairman of the Wartime Prices and Trade Board. 


By Mr. Thatcher: 
Q@. Are you of the opinion that the five hundred employees who are still 
there are genuinely needed at the present time?—A. I have no idea, sir. They 


are spread all over the country and they are mainly employed in connection with © 


rental control. 
(. It does not seem to me that the figure of employees in that department 


is going down as rapidly as it should in view of the things they are looking 


after—A. One of the Assistant Deputy Ministers of Finance is also Chairman 
of the Wartime Prices and Trade Board. He could answer the question better 
than I could. 


By Mr. Browne: 

. In regard to vote 583 on page 16 item 52, is it a coincidence that the 
difference between the lapsed amount and the main vote is exactly $11 million, 
for which the cheque was drawn in item 67? Do you notice that the difference 
between the amount lapsed is $11 million exactly, and on the 30th of April you 
say a cheque was drawn for $11 million?—A. No, the amount that lapsed was 
$6,200,000, and if you subtract that from $17, 200, 000, you get $11,000,000, 
and that i is the amount on the cheque that was issued, 


Q. That is the amount of the cheque that was drawn that day?—A. The © 


whole thing would have lapsed only for that cheque. 

Q. I see. There was nothing spent from that?—A. No, sir. 

Q. You do not know why ?—A. You would have to ask the Department of 
Finance. 


By Mr. Macdonnell: 

Q. Coming back to item 51, demobilization and reconversion appropriations; 
what is that?—A. That was the title that was used that year in dividing up the 
votes. 

Q. Does that mean that that is a special agricultural item?—A. Yes, sir. 

Q. And it has nothing to do with agriculture on the preceding page?— 
A. No, sir. 


Q. Demobilization and reconversion appropriations. How does agriculture — 
come into that?—-A. You see, sir, in paragraph 52, the Meat Board had a lapse | 


of $1,568,336. 


~~ 


— 
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Q. What has that got to do with demobilization and reconversion appro- 
priations?—A. That is the way they were listed in the estimates, sir, under 
those titles. 

Q. Did it ever have anything to do with demobilization and reconversion?— 
A. The effort that year was to try to get the estimates back towards the pre-war 
standard of having all normal services of government under the ordinary 
estimates, ‘but this item that we are speaking Bie they thought would disappear in 
due course, and put it under demobilization and reconversion. 

Q. Is there any sign of this disappearing?—A. If you, look at the Depart- 
ment of Agriculture estimates for this year you will see they have a new title; 
“Terminable Services”. It is still an effort to identify service as something 
that is not going to be perpetuated forever, now, they hope, is Just a transitory 
service. 

Q. Now, this is the lapsing of $50 million. Where is the amount appro- 


-priated? Where do we find that?—A. As I say, I have not the full figures here. 


These two items, the Meat Board, $6,153,702, and the other for the purchase of 
creamery butter $1 million, these two items amount to $7,153,000, and as I 
said, there was a $2,568,000 lapse. I have not information on the other items. 

Q. If you add these two together—for example, if you take agriculture and 
these two different items, one on page 13 and the other on page 16—you get 
$15 million altogether there, and labour gives you about $3 million altogether— 
but I do not want to pursue this unnecessarily. The word “terminable” is more 
intelligible than this. 

The CuHarRMAN: Have you any further questions under these headings, 
gentlemen? If not— 


By Mr. Blue: 

Q. On item No. 50, vote 664, purchase and placing in storage of strategic 
reserves. What materials are covered by this amount of $2,809,000?—A. That 
was the tin that was acquired from China under the quota that Canada was 
entitled to get so much and this was, in the main, tin. There was some antimony 
there. They are all minerals. 


By Mr. Thatcher: 

Q. Item No. 52, Mr. Chairman. Could you tell me whether the National 
Film Board does air photography? I notice there is an outside firm doing it - 
for the Department of Mines and Resources?—A. I am sorry I cannot inform 
you on that. 

The CuHairMAN: We are just on the lapsings. I do not think the witness is 
the one to answer questions of that nature. 


By Mr. Macdonnell: 

Q. Coming back to item 50, Canadian Arsenals Limited, there is a vote there 
of $2,500,000. They are a sort of separate institution apart from the Department 
of National Defence?—A. Canadian Arsenals Limited is a corporation set up 
to operate the arsenals, to operate the small arms plant at Long Branch, what is 
left of Research Enterprises, and various other activities. This $2,500,000, 
which lapsed was an authorization to increase their working capital by that 
amount that year and they did not need it. 

Q. Is their statement here? 


By Mr. Thatcher: 

Q. It is in the public accounts. They are a crown corporation?——A. Yes, 
sir, they are incorporated. On certain of their activities they naturally make 
some money but on others they have a loss because there are some standby 
plants for war needs if they ever arise. 


186 STANDING COMMITTEE. 


By Mr. Browne: 


Q. I want to refer to item 53, What is the authority for that amount one 
for Steep Rock Mines, vote 525, construction, $197,397? Is that under loans and ~ 


investment?—A. Loans and investment—the provision is, if I recall my facts 
correctly, that the Canadian National Railways, in connection with that mining 
proposition, constructed a spur line and certain wharf facilities, with money 


advanced by the Dominion Government. In turn the Canadian National Rail- — 


ways is to recover this outlay by a special charge for all ore that goes over 


the dock. 


Mr. Browne: 
Q. Is there any other vote besides that one? That seems a small amount, 
$197,000)? 
‘Dhe CHAIRMAN: That is Just the lapsing. 
The Witness: It is not a big operation, sir, in dollars. 


Mr. Browne: Mr. Chairman, I do not ae that is not a lapsing; I think 
that is an investment. 


The Witness: Wait a minute. You are referring to Snare River? 


By Mr. Browne: 


Q. No, Steep Rock Mines, vote 525. That is actual construction, a short 
spur.—A. A spur and a dock. 


Q. Has any other money been advanced by the Dominion of Consdn to os 


Steep Rock Mines?—A. My recollection is that not a cent has been advanced. 
@. Or by the Canadian National Railways?—A. No, those are the on 
two: things, a spur and a dock. 


By Mr. Macdonnell: 
Q. Wartime housing: we have an item there dg $61 million. Is there any 


lapsing there or is that presumably all used?—-A. Wartime housing was handled — 
by the Central Mortgage and Housing Corporation. Is that the one you are 


referring to? 
Q. Do we get the annual statement of .-Central Mortgage and . Housing, 
Corporation?—-A. One is tabled, I imagine, in the House of Commons. 


Mr. Jounston: Why would you have it in here unless it was lapsed, and — 


apparently nothing has lapsed? 
The Witness: These are loans and advances. These are not lapses. These 
are loans. 
By Mr. Macdonnell: 


Q. Wartime housing, is that item under demobilization and reconversion?— 
A. They have dropped that title now, but that year, yes. 
The Cuarrman: Are you satisfied, gentlemen, about these items? 


By Mr. Macdonnell: 


Q. Item 54. Look at the supplementaries there in the year-end lapsing. 
It seems to be poor estimating. Let us see here——in what part of the year do 


we make supplementaries? I do not suppose we can go on with that. Year-end — 


lapsings are bigger than the supplementaries. What is the passage of time?— 
A. In those cases, some of these lapsings were due to the fact that they expected. 
to undertake work and they got supplementaries-in general for that purpose. 

Q. Would that be true in forests entomology ?—A. No, it would be canals, 
as an example. 
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: Q. Take subsidies for cold storage warehouses: the supplementaries amount- 
ed to $620,000 and the year-end lapsings amounted to $758,000. It is awfully — 
hard to understand that.—A. The reason for that would be this: that no subsidy 
can be paid until the claimant can satisfy that he has carried out so much work. 
He has to complete his Job before he is entitled to any mony. If he were held up 
for supplies or anything else, he could not get it. 


By Mr. Browne: 


Q. In item 51, let us take finance, $10,873,000. Supplementaries amounted 
_ to $5 million, yet the amount that lapsed was $4,883,000. What is the explana- 
tion of that?—-A. That was a general vote made to the Minister of Finance to 
provide for adjustment of salaries throughout the public service. You remember 
there were certain adjustments being made, revisions upward, and the Depart- 
ment of Finance said each department must finance these increases in their 
own votes to the full extent that they could. They did and therefore these laps- 
ings took place. 


By Mr. Wright: 


@. Would the auditor-general give us some explanation about the Snare 
River Drainage Basin costs in the Northwest Territories?—A. Snare River 
Drainage Basin is the power project in the Northwest Territories. Originally 
that was started with a vote under the Department of Mines and Resources as. 
an expenditure proposition. Two years ago parliament indicated that there 
should be a Northwest Power Commission which should do that, and in the 
Act it is provided that loans be made to this Power Commission and simultane- 

_ ously directed that the expenditures already written off should be capitalized 
by the Power Commission giving debentures for them. That was the origin of 
the Snare River project. They did not spend as much money as they expected 
right there and when they came along that was the estimated amount of the 
value of the project down to date. 

-Q. Does that project supply electric power to Eldorado?—A. No, sir, they 
supply power to Yellowknife. i) 

The CHairMAN: Are we through with these items, gentlemen? 
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By Mr. Macdonnell: 


Q. Item 56, loans, advances and investments of $684 million. I notice 
among those items that mention is made of the Export Credits Insurance Act; 
that an expenditure of $86 million was made under the authority of this Act. 
Now, we got that amount; of course, that is not an offsetting item?—A. Export 
Credits Insurance Act: bear in mind what that was. That was the one that 
provided for loans to foreign countries. It was not for the Export Credits 
Insurance Corporation. It was for loans to the various countries throughout 
the world. I think $750 million, was the total maximum that you allowed. 


By Mr. Johnston: 

QQ. You record the Central Mortgage and Housing Act, 1945? Was that 
$7 million a loan or advance or investment? That is item 56, Mr. Chairman. 
—A. That was an advance made under the National Housing Act. It was an 
advance. | 
| Q. What did they do with that, do you know?—A. They used that to carry — 
on their undertaking. 

Q. That is overhead expense?—A. No, no. This is for construction. Of 
course, their overhead would come somewhere out of their capital or their 
earnings. | 
he —Q. When you say they use that for construction, was not the greater part 
_ of the money used there? was that not put up by the insurance companies, and 
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the only expense, as far as construction is concerned, in Central Mortgage and 
Housing, would be to guaranteee against any losses that took place. I under- 


stand the losses were very small, so, what would they use that money for in — 


construction? Did you check that?—-A. No, sir, they have an authority to 
make these advances under these particular Acts. The Minister of Finance 
takes the responsiiblity for recommending a sum, the Governor in Council 
approves that, and the Central Mortgage and Housing Corporation have the 
responsibility to use it. To get the facts, really, you would have to ask the 
department. 


Mr. PrupHAM: The Central Mortgage and Housing Corporation do put up 


a part of that money. 
Mr. JoHnston: They guarantee. 


Mr. PrupHam: They actually put up part. They advance part of the loan, 
a certain portion of it. I do not know the exact proportion at the moment. 


Mr. JouHnston: I understood they guarantee a portion of the loan, but that 
actually the insurance company supplies the money. 


Mr. PrupHam: The Central Mortgage and Housing Corporation put up 
part of the money also.. 
~ Mr. Stewart: Have you any idea of the percentage they put up? 
Mr. PrupHam: I would have to check that. I have an idea, but I would 
rather check it first. 


By Mr. Macdonnell: 


Q. The witness said a moment ago that figure of $86 million under the 
Export Credits Insurance Act was related back to the large loan we all know 
we made some years ago. Surely, that was not under the Insurance Act, If 
you look to page Y-79, you will find the figure is only a flea bite compared to 
that. JI wonder if that is not a misprint?—A. No. To create an insurance 
scheme, the first year Parliament enacted the Export Credits Insurance Act, 
then the following year, Parliament added on to it a section, I think, which 
authorized loans up to $750 million and thereupon loans were made to such 
countries as France, Belgium, the Netherlands, et cetera. 

@. You are sure that loans were made under the Export Credits Insurance 
Act?—-A. That is the Act it was voted under. The Export Credits Insurance 
Corporation had nothing to say about it. The Act was the authority. It was 
done in that way. 


By Mr. Browne: 

Q. Has this amount here anything to do with this?—A. No, it has nothing 
to do with the $86 million. 

The CHAIRMAN: Can we say we are through with items 47 to 57? Have we 
finished with that chapter? Mr. Macdonnell moves the adjournment. 

Now gentlemen, the steering committee will meet tomorrow. I wonder if it 
would be in order for this committee to sit tomorrow morning to carry on with 
the auditor-general. We did not cover as much ground today as we had expected. 
We have to go over quite a number of items. Tomorrow afternoon we can hear 
the officials of the Department of Finance, as has been requested by many 
members of this committee, who want to get their views or question them about 
the brief submitted by Mr. Sellar. 

Mr. MacponnELu: Now, Mr. Chairman, I have to be away tomorrow, but 
I am not asking that to be considered at all. What is there so pressing that there 
should be two meetings tomorrow? 

The CHarRMAN: Well— 
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Mr. MacponneEtu: There are other committees sitting, and some members 


of this committee are serving on those other committees. 
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The CHairMan: Yes, but I have looked’ over the attendance here today 
and we have only two members of another committee—the Committee on Old 
Age Security—sitting here this afternoon. As Mr. Johnston expressed it the 
other day, we should carry on our own work regardless of what other committees 
are sitting. We have plenty of work to do. 

“Mr. Macponneuu: After all, two meetings a day are surely too much. 


The Cuarrman: If you do not want two meetings I am in the hands of the 
committee, but I thought that since we have much ground to cover, and there 
being many representations made here, that we should deal extensively with 
the brief presented by the auditor-general, and then have the officials of the 
Department of Finance before us as early as possible. We will have to draft a 
preliminary report on one item. We cannot wait until the committee has been 
sitting for one month and then try and pool our views. We should prepare a 
preliminary report on the first part of our work, which would be a report on the 
brief of the auditor-general, before that we might have the officials of the 


Department of Finance, and then after we cleared that, carry on with the 


balance of our work. But, in all this I am in the hands of the committee. 

Mr. Stewart: I have no objections to two committee meetings a day. It is 
a bit difficult but I can handle it. 

Mr. MacponngELu: I can only ask you not to have two meetings tomorrow. 
Of course, I represent a minority. 

The CHatrMAN: May I point out to you that you are one of the members 
who has insisted that this committee do its work expediously. This is why in 
view of the amount of work to be performed I thought we could sit twice 
tomorrow. 

Mr. MacponnEtu: I say I have to be away tomorrow but I am not asking 


' that that ‘be considered. Several of us are interested in this work but we have 


other committees to attend and I would have thought we were getting along 
pretty well. Besides, we believe we are several weeks from the end of the 
session. 

The CHAIRMAN: If you are satisfied that we have progressed well up to 
now, all right. We will adjourn then until 4.00 o’clock tomorrow afternoon, 
May 4. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Tuurspay, May 4, 1950. 


The Standing Committee on Public Accounts met at 4 o’clock p.m., as 
Chairman, Mr. . Philippe Picard, presided. 


Members present: Messrs. Anderson, Ashbourne, Balcer, Blue, Boisvert, 
Boivin, Brisson, Browne (St. John’s West), Cavers, Croll, Denis, Drew, Diefen- 
baker, Fulford, Helme, Johnston, Langlois (Gaspe), Major, Picard, Richard 
(Ottawa Hast), Robinson, Stewart (Winnipeg North), Warren, Winkler, Wright. 
By Berea. 

In atiendance: Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


. Mr. Bryce was called and questioned respecting the preparation of the 
estimates and the form in which they are presented to the House. 


wy At 6 o’clock p.m. the Committee adjourned until Friday, May 5, at 11 
— o’clock a.m. 


A. L. BURGESS 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or COMMONS, 
May 4, 1950. 


The Standing Committee on Public Accounts met this day at 4 p.m. The 


_ Chairman, Mr. L. Philippe Picard, presided. 


The CHAIRMAN: Gentlemen, it was agreed yesterday afternoon pursuant 


- to the request of some members who considered it advisable that we were this 


aiternoon to have with us officials of the Department of Finance. The assistant 
Deputy Minister of Finance particularly concerned with Estimates was called 


in order that we may ask any questions that the members feel advisable on the 


different memoranda submitted to the committee by Mr. Sellar. The committee 


has quite a large order of business, and we thought if we waited until the 
- committee finishes sitting to prepare a report of all its activities it might be a 
much harder task than if, as soon as we have finished one order of business, 


we call a meeting of the steering committee and prepare our report on that part 
of our work. 
This afternoon we have with us, Mr. Bryce, Assistant Deputy Minister of 


_ the Department of Finance. I would call Mr. Bryce to the table. 


Mr. R. B. Bryce, Assistant Deputy Minister of Finance, called: 


The CHAIRMAN: Gentlemen, have you any questions? 


By Mr. Croll: 
Q. Mr. Chairman, I do not know whether Mr. Bryce can answer this 


- question or not. Have you the estimate book in front of you, Mr. Bryce?— 


A. Yes. 

Q. Suppose you turn to any page, say page 51, and take an item, any item 
there, say vote 413. I just took that item at random. Can you tell me or can 
you tell the committee what procedure is followed in preparing the estimates 


_ with reference to any one of the items? In other words, follow an estimate to 
_ the point where it reaches us in this blue book—A. Well, I think I could tell you 
_ that procedure in a general way. I cannot be sure that the description I would 


give you of the procedure, let us say, within the Secretary of State’s Department, 


Is precise. 


Q. Then give an example of the procedure followed for the preparation 
of an estimate in your own department or any other department you like. 


_ Take one that you know.—A. The process would commence, in the late summer 
or early fall, because the department would be aware that they will need to 
_ submit estimates to the Treasury Board in the late fall or early winter, so 


they will be making their preparations, in let us say, the patent division of 
the patent .and copyright office, preparations for determining the amount which 
they wish to ask for, and naturally the program that underlies it. To do that 


_ they will have to take into account their plans for any changes in their operations 
in the next year as compared with the year that is in progress. They will, no 
_ doubt, have made some analyses by the time we ask them formally for their 
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estimates. The formal request will reach the Secretary of State’s department 
from the Treasury Board, normally in mid October or thereabouts. It will 


reach them in the form of a letter from the Minister of Finance asking them 


to submit their estimated requirements for the main estimates of the following 
year. In that letter he will give a general indication of the policy that the 
government proposes to follow in regard to estimates in the subsequent year. 
That will be followed immediately by a letter from the director of estimates 
on the technical aspects of the form in which they shall be submitted, the way 
in which this item or that item should be supported. For example, if you 
look at page 266, you will find what we call the primaries for this patent 
division and that all show you the amount required for salaries, for printing, 


for stationery and office equipment and for sundries. In this type of office the 


requirements are mainly salaries, stationery and office equipment, printing. 


We require the salaries to be justified in terms of the positions then established 


with the approval of the Treasury Board, and the statutory increases that may 
normally be expected. The printing and stationery and office equipment items 
they know they will have to substantiate by telling us what their plans are, why 
they need that much, and gia it is more or less than in the current year. 

(. Is it a secret ASN Oy 

@. Who is on the TE Board? 


The board is composed of seven ministers of which the Minister of Finanee | 


is chairman. The board is set up by statute. I have forgotten the date of it 
but it goes back nearly to confederation, and by statute the Minister of Finance 
is chairman. The other ministers are nominated by the Governor in Council 
from time to time. 


By Mr. Drew. 


Q. And who are those ministers now?—A. I am not sure it can tell you by 
office Just which they are. That is a matter I could easily supply to the chair- 
man for the record if you would like to have it. 


The Cuatrman: We will include it at this point in the record: Right Hon. 


J. G. Gardiner, Hon. D. C. Abbott, Hon. J. A. MacKinnon, Hon. A. Fournier, 


Hon. M. F. Grege, Hon. J. J. McCann. 


Alternates: Hon. W. E. Harris, Hon. Brooke Claxton, Hon. Lionel — 


Chevrier, Hon. R. W. Mayhew, Hon. 8S. 8. Garson. 
Secretary—R. B. Bryce, Assistant Deputy Minister of Finance. 


The Witness: There is a provision for alternatives to act in the event of 


any particular minister being unable to be there. 


By the Chairman: 
Q. The Treasury Board has a staff?—A. Yes, the Department of Finance 


and Treasury Board Act specifies that the Deputy Minister of Finance shall — 
be secretary; in fact, one of his assistant deputy ministers (in this case, myself) — 


acts for him in that capacity. 


Mr. Croutu: I am sorry I asked that question now. Let us eet back to — 


where we were. 


The Witness: Well, the minister, as I said, writes on behalf of the Board — 


to each department normally in October, asking them to submit estimates and 


that is supplemented by a letter from the director of estimates regarding the — 
manner in which they should be presented. Well, at that time the process of — 


preparation in the departments in terms both of programs and actual man 
will be accelerated. At this time there will be consultation between them and 


the staff of the Board in regard to how the program will be presented. The 


departments will then begin submitting the estimates to us in November, 
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continuing in December, and even into early January in a normal year. They 
reach us in quite considerable detail, in the case of large departments, detail 
running to some hundreds of pages. Not invariably, but usually I would say, 
the cabinet will discuss the general policy to be followed in regard to estimates 
before all the major programs are submitted to the Board so that the individual 
ministers will have in mind the policy of the government in making up the 
figures that they are submitting to the Treasury Board. The recommendations, 
of course, to the Treasury Board are made by the ministers of the departments 
after they have consulted with their various officers in regard to them. After 
the Board’s office receives these proposals for the estimates they are then sum- 
marized in considerable detail on a uniform basis, for the consideration of the 
Board itself. The Board will then go over them at quite considerable length. 


By the Chairman: 


@. May I ask a question here? Before it reaches this Board of ministers, 
have officials of the Treasury Board an opportunity’ to look into it or is it 
submitted directly to the Board of Ministers?—A. The officials of the Board will 
look at the estimates as well as prepare the summaries before the Board. itself 
sees them. In looking into them naturally they will see many points on which 
they can be sure that the Board will wish to raise questions, and require to 
have more information, and they will secure that additional information or 
explanation from the departments before the figures are put before the Board 
itself. 

Q. As Secretary of the Board do you have a large staff?—A. Well, I should 


_ point out in addition to the work on the estimates of course we have week to 


week operations,—there are many questions that have to come before the 
Treasury Board, and to cover both of these functions we have a substantial 
staff. The number changes somewhat from time to time but it is of the order 
of seventy to eighty in all, including the clerical staff. 

Q. Looking into all these estimates that come from the different depart- 
ments to the Board?—A. Yes, the staff actually engaged in the preparation of 
the material of the estimates has been increasing in recent years, I would 
say about ten or maybe a dozen, and myself. | 

The material and such explanations and supporting details that we have 
secured is put before the board of ministers who go over it with the minister 
for the department concerned, if there are any questions to be raised in regard 
to it, and with such officials as that minister cares to bring with him to support 
him in detailed explanations on the various votes. The details to be put in the 
estimates book will be discussed by the board. The ministers will then at such 
meetings come to the conclusion as to how much should be included for these 
various votes within the general policies that the government has decided to 
follow. 

Q. May I ask a question at this point? Do you, as secretary, or do some 
of your officials attend at these discussions?—A. Yes, normally on the discussions 
on the estimates there will be two or three officers of the Department of Finance 
present, one in the role of recording secretary and one to present views on behalf 
of the Department of Finance, criticizing the material put before them. 


Mr. Browne: Sort of a devil’s advocate? 
The Wirnsss: Yes. 


By Mr. Richard (Ottawa East): 


Q. Does the Treasury Board pass on normal salary increases suggested by 
the department, or can they refuse normal increases?—A. Yes, that is part of 
our business. Throughout the year proposals for changes in salary rates come, 
in the majority of cases, from the Civil Service Commission, who are responsible 
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under the Civil Service Act for making such recommendations, and they are 
considered by the board on behalf of the Governor in Council. 

Q. Does not the department suggest the increases?—A. It is the Civil- . 
Service Commission under the Civil Service Act which is required to make the 
recommendation to the government for changes in salary rates. 

Q. Even for the normal yearly increases?—A. Not those increases which 
are called statutory increases, are made by the departments themselves. 


By Mr. Johnston: 

@. Mr. Chairman, referring to the vote that has been chosen here, the 
patent and copyright office. In looking through that you will find first the 
administrative division and then as you go down you will find, if you refer to 
the details on pages 266 and 267, that quite a good deal of that is just adminis- 
tration. If you look at vote 422, on page 51, under the heading of general, you 
will find that, too, is administration. It seems to me that administration costs 
are somewhat scattered throughout that whole heading there and bearing in mind 
what Mr. Sellar told us the other day about changing the wording of a vote 
to make it more informative, what have you to suggest in regard to Mr. Sellar’s 
suggestion as it applies to this particular item you have chosen?—A. Well, in 
that particular department it is true that most of the work is of an office nature 
and is administrative in a sense, but by administrative division here is essentially — 
meant the reason for segregating departmental administration in 412 and 417. 
That is a sort of headquarters administration the cost of which cannot be readily 
and directly allocated to the companies branch, the bureau of translations or 
the patent record division or anything of that sort. The basic principle on which 
th estimates are laid out is a functional one, it is intended to reflect the cost of 
carrying out a certain type of operation and for that reason we set out the 
patent division, which looks after the granting of patents, the copyright and 
industrial designs division which looks after the granting of copyrights and the 
recording of them, whereas above that in the estimates you have the companies 
branch, the trademarks branch, and the bureau for translations, which carry out 
separate functions. Generally speaking, the purpose of the division of the votes 
here and elsewhere is first, to inform parliament and the public for what purpose 
the money is requested and secondly, to give parliament a measure of control 
over the purpose of the operations and expenditures. Now, Mr. Sellar’s 
suggestions for lumping more of the votes together— 

Mr. JoHnston: Maybe this is a poor item we have chosen. 

The Witness: Maybe we had better revert to the agricultural item. 

The CHAIRMAN: Since Mr. Bryce was answering a question by Mr. Croll, 
maybe he should finish answering that question. He was describing the path 
followed by an estimate from the moment it is born in the brain of some official 
in the department up to the moment it reaches us. So, if we would let Mr. Bryce 
finish that answer, then maybe we could go on to other matters. 

Mr. Jounston: I thought he had finished. 

The CHAIRMAN: Were you finished, Mr. Bia 

The Witness: Not quite, sir. 

Mr. JoHnston: I am sorry, sir, I thought he had finished it. | 

The CHarrMAN: That is because some other question was asked in the 
interval. 

The Wirness: I think I had earried it to the point where these estimates 
were discussed at the board with the minister responsible. It may be that the 
minister will wish to go back and think over in more detail the problems that 
arise in discussing the estimates, and there will be a second meeting or something 
of that sort, but the decisions will normally be taken, in the great majority of 
cases, at the meetings of the Treasury Board. At this point-the material is in the 
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form of printer’s proof, so that there will be the least possible delay in getting 


it to the House of Commons after the decision. These proofs will have to be 


__ taken to the cabinet, the Governor in Council, for final approval, for, of course, 


the cabinet as a whole accepts the responsibility for the sum total and division 
of the estimates. Then when that decision is taken the proofs are all ready, 
the print is already-set up, and any changes which it is necessary to make at 
the last moment are incorporated in it and the book is printed and is ready for 
presentation within a few days to the House of Commons. 


Mr. Rosinson: How long has that general procedure you have just out- 
lined ‘been followed, Mr. Bryce? 


The Witness: The general procedure has been followed ten years or more 
but just how far before the war I could not tell you, sir. 


The Cuamman: I thought that some members wanted to take up right 
away the question of agriculture estimates. 


Mr. Jounson: I was not particularly concerned about that. I just picked 
that because the witness picked it out as an illustration. 


The CuHatmrman: But on the question of agriculture, seing it was the subject 
of a lengthy memorandum I thought we should deal first with the broad question 
involved in that memorandum regarding the estimates, the memorandum that 
was submitted by Mr. Sellar, and then we would take the memorandum on 
agriculture estimates after, as a special unit, since we have already dealt in our 
committee with agriculure in a separate memorandum. 


Mr. JoHnson: That is all right with me. 


The CuHamMaAn: It will be more orderly if we take that long memorandum 
and tear it apart, and get all the information you want, or opinions on it you 
wish. Are there any questions on Mr. Sellar’s memorandum on estimates? Is 


that what you wanted Mr. Wright? 


By Mr. Wright: 


Q. We were discussing salaries and Mr. Bryce suggested the Civil Service 
Commission approves the salaries. Does the Civil Service Commission set the 
salary of temporary employees in various departments, or are they set by the 
departments themselves?—A. I would point out that under our law positions 
are classified and salaries are set by classes of positions, not by the individual. 
Responsibility for recommending the rates in the first instance falls on the 
Civil Service Commission and they are then sent to the government for approval, 
and the Treasury Board acts on behalf of the government in considering them in 
detail. Obviously, of course, there will be a measure of a consultation between 


th Civil Service Commission and the Minister of Finance or his officers in regard 


to this and if it is a class that affects primarily several departments there will be 
a consultation with those departments and the decisions will be worked out 
jointly before formal action is taken. I should perhaps point out there are a 
few classes of exempt employees, in the penitentiary service, for example, and 
things of that sort, where the salary rates are set directly by the Treasury 
Board although frequently after consultation with the Civil Service Commission 
to keep a measure of comparability. There are also, of course, quite a good many 
thousands of what we call prevailing rate employees whose wages are based on 
the rates prevailing in the locality for that kind of work. 


By Mr. Richard (Ottawa East) : 


Q. Then there is consultation with the Department of Labour for prevailing 
wage employees?—A. Just to determine the prevailing rate; the Labour Depart- 
ment is asked to investigate that. | 
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Mr. Wricut: That is the method you use when employing temporary 


employees in emergency situations under the P.F.A.A. and the P.F.R.A. in : 


western Canada? 

The Wirness: Yes, most of those are positions exempt from the Civil 
Service Act, but we will on occasion make use of the Civil Service Commission 
in setting the proper rates. 


By Mr. Johnston: 


Q. How much of a cushion do you allow there?—A. I am not sure I under- 
stand what you mean by cushion. 


Q. Mr. Wright referred to the. P.F.A.A. and P.F.R.A. where cases of 


emergency exist, where the department may have to take on a number of 
temporary employees. Have you a cushion,to take care of that?—A. In the 
field? 

@. Yes?—A. Yes, they will make provision for casual staff to take care of 
unforseen summer operations. 

@. I do not think there 1s a provision for provisional staff which would 
act as @ cushion. 

Mr. Crotu: Do you remember that Mr. Sellar told us all deputy ministers 


give themselves a ten per cent cushion and what he objected to was a twenty 


per cent cushion. 


By Mr. Wright: 

@. What I am interested in is, for instance, that under P.F.A.A. nobody 
knows until July as to whether they are going to need a great number of 
inspectors where there is a large drought. How do they provide for that?— 
A. That very service you mention is one of the most difficult to anticipate 
because, as you point out— 

GQ. Tt cannot be anticipated?—-A. What we have here in the details on 
page 97, you will notice that there is provision for salaries of sixty-two 
temporary employees on the regular staff but there is a larger amount provided 
for what is called casuals and others. This would be a provision for seasonal 


staff. Whether in a particular year that will be more than enough or not enough | 


is a question of judgment that has to be exercised as best we can. 
Mr. Stewart: By whom are these passed upon; by the minister or by the 
officials of the department? 


The Witness: I am afraid I am not expert enough on that matter to give 


you an answer. 

Mr. Winker: Respecting the memorandum of Mr. Sellar in regard to his 
suggested method of regrouping, if that were adopted would it interfere dras- 
tically with the present method of arriving at the estimates? 


The Witness: I do not think that regrouping of votes would alter in any 


measure the process for determining the estimates; it does have some effect on 
the content and the degree of parliamentary control. 

Mr. Crouit: You say, “degree of parliamentary control”. One of the 
observations made by Mr. Sellar was that we had too many votes; that is part 
of it, that we had too many votes; what do you say to that? 

Mr. JoHNstTon: That is the iaeestiise I asked him and I was told to wait 
until we got on to agriculture. 

The CHAIRMAN: Yes. 


Mr. Crotu: Why do you have so many votes in here? Can’t the depart- | 


ments cut it down? 


-The Wirnesss The general structure of our votes, on the estimates, was 


established, as I recall from memory, away back somewhere in 1938. “There 
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- was a major revision at that time and the purpose. of that revision was to 
_ divide our total appropriations on what I have described as a functional -basis in 
answer to an earlier question; the amount of money required to carry out a 
particular function; and a question of how many votes you want to have really 
boils down to how detailed an analysis of functions or organization you wish to 
present to parliament. Take Agriculture for instance. If you group the whole 
science service together—I believe Mr. Sellar recommended you have one 


vote for it—it is true that you don’t have so much detail for the House to go 
through in committee, but on the other hand it does mean that you will leave 
with the government more of an opportunity to shift manpower and money 


from one purpose to another purpose; and, secondly, parliament is not itself 


taking into consideration, in the way of decisions, as to whether for example 
money will be devoted to forest entomology rather than to bacteriology and 
dairy research. Now, the question for parliament is as to the degree of control. 
I do not think a civil servant can properly say anything about the degree of 


contro] that parliament should exercise; but to me it seems a material point 


as to whether this money is being devoted to one general line of scientific work or 


~ to another. 


By Mr. Drew: 
Q. Let us just take one example. Perhaps that would serve without confin- 


3 ing ourselves to agriculture. All the way through the votes we find allocations 
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_of money for advertising and related matters. Now, are you in a position from 


any records that you have to say accurately how much in 1949 was spent on 


~ advertising by the government?—-A. Was spent, or was projected in the estimates? 


Q. No no, I am talking about the actual public accounts, or for that matter 
the textbook on the estimates. Is there any way in which anyone can quickly 
determine from these estimates how much money is to be required for the coming 
year for advertising?—A. I could not tell you, sir, for advertising as such. 
I did make up recently some details for advertising and publications and radio 
and things of that sort. 

Q. I will explain what I have in mind before asking my question. The 
point you are making unquestionably is of very real importance in determining 
whether the members of parliament think that too much is being spent by a 


- particular department for a particular purpose; and as I understand the answer 


you gave earlier your thought was that if you merged these payments too much 
in a particular field of government activity then members of parliament could 
not determine whether in their opinion there is too much allocated for a par- 


ticular department because it would be a merged amount. Accepting that as 


having very real importance, then coming into the wider field, how can the 
members of parliament determine from either the public accounts which deal 
with money that has been spent or in the estimates which deal with requirements 
for the future how much in the one case has been spent or how much in the 
other case is going to be required for advertising alone in the various govern- 
ment activities?—A. That is what you might call objectives of expenditure as 
distinct from functional? 

Q. Yes.—A. It would be necessary to make a cross-classification of all the 
details. One could pick out, perhaps, not alone from the details that are in 
the estimates book how much is provided in the estimates throughout for 
advertising. Now, it may be difficult to tell in advance whether one primary 
will be used very largely for advertising or to. some degree for issuing booklets 


and that sort of thing. Take the Travel Bureau, they may reach the Judgment 


during the year that it would be more effective to devote some of their funds 
to increasing the distribution of booklets rather than to advertising. That is 
a matter that is at the present time within the discretion of the administration. 
It is all subject to changes of that sort. One could ascerain what is set out in 
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the vote and by adding the totals—and, of course, the public accounts ultimately 
do show—if one analyses them you get the amount expended. 

Q. We are dealing in the one case with money that has already been voted 
and has become a fixed amount. We are dealing in the other case with estimated — 
amounts, and in the case of estimated amounts we are still in the position that 
some allocations under the estimates of public funds may conceivably be spent — 
for a different purpose entirely within the statutory authority of the department 
handling that money. 


The CHarrMan: There is a point there: Could the department take the 
money from one vote and put it into another? | 


By Mr. Drew: 


Q. I do not mean a transfer from one vote to ik other, and I pointed out 
to Mr. Bryce as a convenient example the case of the transfer in connection 
with publicity of the allocation of funds from, shall we say, one branch of 
publicity to another within the department in the course of the year as in the 
judgment of the department they may feel will get the best results. For example, 
instead of using the money all for advertising they may find that through the 
use of booklets which are provided within a single vote that the advertising 
they would get would show better results, and as I understand it they have the 
discretionary authority to do that. That is what I understood you to say. 
—A. Yes sir, it requires a transfer, however, between two of the categories in 
the details of the estimates. They would have to go to the Treasury Board 
and get authority to transfer between these, what we call primary allotments. 

Q. Yes—A. But subject to that there is an element of discretion there as 
to how you may use the funds in achieving the purpose for which the vote is 
granted. 

Q. Yes. Now, so that I may ask my question based upon the thought that 
I had in mind, let me explain exactly to what I am directing the question. 
There was, for instance, a question asked in the House in regard to the number ) 
of men engaged in publicity and information services. An answer was given 
to that question and an answer was also given which showed the amount of 
salaries that were received by the 340 odd persons engaged in these services. 
Now, to carry that a stage further. If the members of parliament want to know 
what the total cost of the operation is which comes under the supervision of 
these men how can they ascertain from the estimates exactly what it is going 
to cost for these men to carry on their work in the form of advertising, in the 
form of paper for circulation, in the form of booklets and things of that kind? 
—A. In those departments and operations where there is a large operation you 
can get some idea from our details supporting these votes; details, for instance, 
in the Travel Bureau. Now, you will see those details on page 259. You will 
see listed there also the amount for advertising and the amount for publication, 
which would give you in most instances a guide to the amount going for that 
particular purpose. However, there will also be in the details the salaries of © 
persons who place that advertising, the salaries of persons who would write the 
material having to do with the publications and the advertising; so that you 
could not take out from the votes, from the details that are supplied here, 
exactly all the effort that is directed to promoting the Travel Bureau’s activities. 
There are all sorts of complications there, sir, and it becomes ultimately a 
question of judgment as to what individuals are following the type of activity 
about which you speak. 

Q. Let me put it this way. It is noticeable in this statement and in the 
statement that he made, that Mr. Watson Sellar was suggesting that in all these 
departments which could be brought under a similar procedure, the method that 
would apply to ordinary business should apply to the government operation as 
well. If I were responsible for the operation of an industrial undertaking I would 


a. 
P 
i< 

E 

q 

) 

¢ 


PUBLIC ACCOUNTS 203 


expect to be able to know how much I was paying for power, how much I was 
paying for raw material, how much I was paying for capital charges, how 
much I was paying for rentals, how much I was paying for labour, how much I 
was paying for salaries; and I would expect to be able to see and to know at any 
time my business position and exactly how much I paid for advertising and 


_ publicity in connection with that business. Now, it seems to me that in some way 


it should be possible for us to determine exactly what the total over-all cost of 
advertising and publicity by circulars and publicity by pamphlets and publicity 
of any kind is actually costing the general business of government. Is there any 
practical reason why that information cannot be supplied? 


Mr. Lanctois: Before the witness answers that question I would like to 


‘ask Mr. Drew this question; would your company have as large a range of 


activities as the government does? 

Mr. Drew: Would it what? 

Mr. Lanctors: Would it have as wide a range of activities as is the case 
with the government? 

Mr. Drew: I grant you that, but I think the larger the business the more 
simplified the method of supervision of accounts should be. I do not think the 
scale of the business should change the principle in any way, I mean the range of 
activities. 

Mr. Lanauois: I meant the range of activities. 


Mr. Drew: The range of activities I. think covers a wider field, but I 
should think it would be a comparatively simple thing to take out the figures 
the same way as you would in business. Would it not be possible, Mr. Bryce, to 
have such a thing as publicity and advertising shown in that way? 


Mr. Warren: I know what Mr. Drew is getting at. 
The CuHatrMAN: Is it a point of order you are raising, Mr. Warren? 


Mr. Drew: I am quite willing to let the gentleman proceed. 

Mr. Warren: Well, Mr. Chairman, I am a member of this committee. 

The ‘CHatrMAN: If you have any questions to ask I think you should defer 
them and let Mr. Drew proceed. 

Mr. Drew: I am very happy, Mr. Chairman, to discontinue my questioning 
upon that point if there is some other question the committee wants to take up 
at the moment; if not, I would like to follow this through. 

The CHAIRMAN: Go ahead. 


By Mr. Drew: 

Q. Is there any practical reason why it. would not be possible to show the 
details in the department and at the same time in such a thing as that to have a 
consolidation of those figures into a simple statement which would show the 
advertising, publicity and other costs, so that members of parliament would know 
exactly what the total figure is that would be allotted for instance to work of 
this kind, how much is being spent on publicity and public relations and 
activities of that sort—A. I think, sir, 1 would be possible; but one must 
realize the difficulties that arise in carrying it out. It has to be borne in mind 
that there are a great many classifications that apply in the various phases of 
the public accounts and the activities of departments; I know we have tried to 
prepare such figures in the past and we got into all sorts of arguments as to 
which category you would place a particular item in . In this particular case of 
advertising and publicity, that is one thing the Department of Finance normally 
notes in looking at the estimates, but we have had difficulty in determining Just 
what the boundary line is. It is exceedingly difficult to know where those 
boundary lines come. For instance, there is the Canada Year Book; is that pub- 
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licity or advertising? It is a working tool to a great many people, and it is open — 


to argument as to how you would classify that; and it gets more difficult when 
you start to determine what people you will class as doing that sort of work. 


There are scientists, let us say, in the Department of Agriculture who write 


about their work in a form to be used through the Agricultural Extension Service 


as a bulletin for farmers. Are they engaged in the sort of work you describe? | 


That is the type of very difficult practical problem which comes up when you 
try to make such a classification, and I would say it would take a little while 
to work out a general scheme as to what the most useful classification might 
be and as to how it should be applied. 

@. But my question is, could it be done?—-A. It can be done and it can be 
put in if parliament wants it. | 


Mr. Croutut: Would you let me follow that up? Just the other night 
Mr. Pearson gave us an example when he was discussing this problem of public 
relations, publicity and so on, as it affected his department. He gave us an 
example of a man stationed in London who is classified under the heading of a 
publicity man, or in the information department, and he derates 10 per cent 
of his time to routine publicity work in the district and the balance of his time 
to answering questions from all over England about such things as the population 


of British Columbia, or in getting a set of public school books for somebody in | 


Alberta. How do you divide his time? Perhaps that would assist you in 
answering Mr. Drew’s question. 


The Wirnsss: I have got to know more precisely what one wants in the 
question. What do you regard as publicity work? Is answering inquiries about 
population, getting books and that sort of thing, is that publicity work, or is 
that a question of routine service? 

Mr. Drew: That to my mind is a very important point. As I interpret 


Mr. Watson Sellar’s recommendations there he directed our attention to one 
thing, and that is to the simplification or redrafting of accounts in estimates 


in a way that will make it possible for members of parliament and the general 


public to understand a little more clearly exactly what it is that the money is 


being expended for. Let me give you an illustration, which will be well known | 
to Mr. Croll, of the way in which allocations of cost in this way can be made. 


Take a company like Ford of Canada with their very large operation. 

They have men and women who devote a part of their time to taking people 
around and showing them through the plant, but a large part of their time will 
be taken up in doing other things; but the Ford company allocate the cost of 
services of that kind under their cost accounting method. Can you see any 
reason at all why the same type of cost accounting allocation of costs that would 
be applied by a company like Ford could not be applied to a government 
operation?—A. I think, sir, we could apply it at some cost. You cannot under- 
take a detailed cost accounting and allocation of overhead without having 
accountants doing that. 

Q. All human activities cost money, but what has been found in the case of 
business is that it usually saves money, because you know how your money is 
being spent.—A. If you are engaged in an operation where you have to assess 
your prices in terms of cost it is obvious that savings will result and will be 
worthwhile carrying out. However, in case where that is irrelevant, how far 
should it be carried? : 


The CHarrMan: In order to keep the record clear may I ask Mr. Drew — 


one question? 
Mr. Drew: Yes. 
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The CuairMAN: When you group all these publicity and advertising activities 
of all the departments and bring them all under one vote in the House how are 
members going to have an opportunity of discussing those appropriations depart- 
ment by department? Is that what you had in mind, or did you understand 
that Mr. Sellar’s suggestion was that that would be submitted in accordance 
with established company practice? Would you take it as a single vote or 
would you deal with it department by department? If you pool all expenditures 
of the same nature, how are members going to have an opportunity of discussing 
in the House each individual item as it relates to a particular department? 


Mr. Drew: I was really going to ask a question but I will answer that. 
The CHatrRMAN: If you would. 


Mr. Drew: I will give you a very clear answer. What I would put forward 
as a suggestion, and what I base my question on, is this, whether it would be 
practical or not. As it is now the estimates are preceded by a summary and 
that summary is not in itself something that the House votes on; it is merely 
for information. You will see it there on pages 2 and 3—and it sets out the 
amounts to be voted for each department and gives a comparison with the 
amount spent for the same purposes in the preceding year. It seems to me that 
following the suggestions made by Mr. Watson Sellar it is desirable that there 


_be, shall I say, a similar consolidated statement that will give us a lot of useful 


information; that, first of all, having defined the type of services more clearly 
than they—now have them somewhat better defined than is the case at present 
—it would be possible to have a still longer summary which in addition to giving 
the detail of all the departments would also give us an indication of the total 
amount that is to be voted for a particular purpose for the whole of the public 
service. There might also be summaries under different headings showing the 
costs of certain public services that obviously fall within a similar category. 
Now that involves, first of all, a definition; we would have to adopt a uniform 
definition that everybody can understand, and then have an allocation of that 
amount in each department. In that way we would be able to know how many 
millions of dollars were being spent on advertising, how many millions of dollars 
were being spent on pamphlet publication and things of that kind, how many 
millions of dollars were being spent on press releases, on mimeograph releases 
of a similar nature; we would also know how much money would be spent 


for paper—I imagine that would be very substantial. 


The CHAIRMAN: Do the large companies do that in their reports? 


Mr. Drew: They would certaintly have that information at directors 
meetings, and I would not think that I was doing my job as a director if I did 
not know how much money was being spent for paper in the organization, 
particularly having in mind the present price’of paper. And it seems to me that 


those are the things that are essential as a matter of information to form any 


opinion as to whether the methods being used are methods that are performing 


_ the publie service at any rate in the most economical way. 


The CuHarrMAN: That information would come in the same form as the 
present summary of the detailed estimates; it would not change the form of the 
estimates. 

Mr. Drew: I am not suggesting for a moment that you could deal with 
estimates in any other way than by departments. I do not want that statement 


to leave the impression that I am suggesting, that he present form of estimates 


for departments is unsatisfactory, but I do agree that both from the statutory 
point of view and from the practical point of view you must have votes in respect 
to departments as they now are, but I would hope in a more simplified and more 
interesting form. 
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Mr. Stewart: So that I may. be clear in my mind as to the suggestion — 


advanced by Mr. Drew, do I understand you to mean that the estimates would 
be much the same as we now have them but that at the end of each department 
there would be an indication of the expenditures in that department with respect 
to publicity, what amount is spent on advertising, what amount is spent on 
publications, what amount is spent on paper and that sort of thing; that you 
would have that information in there along with the appropriation, or the 
amount to be voted? Is that what you have in mind? 


Mr. Drew: Yes, and then a consolidation of those items for each depart- 
ment in the form of a statement similar to that which now appears in the first 
part of this book on estimates; a statement which would cover every department 
and show us at a glance the amount of money involved under each main 
classification. 


Mr. Stewart: I do not think that the cost accounting relative to that would 
be exceptionally heavy. 

Mr. Lancuors: But Mr. Drew referred to the operations of a company, and 
I was asking him if it would have the same range of activities; would it be 
anything comparable in size to the business carried on by all the departments 
of government? 

Mr. Drew: I was merely using that as an illustration. 


Mr. DimrenBAKER: As a matter of fact, Mr. Bryce, isn’t that what was 
suggested in the United States by the Hoover Commission? That in order 
to place properly the efficiency of administrative machinery and so that the 
functions of government could be fully understood: it was necessary to visualize 
that in such a way that it would be apparent to anyone reading the records what 
the expenditures were. Now, I can give you an example in this country. A few 
weeks ago I asked a question as to what certain travelling expenses were and 
that was passed as an order for a return. I do not know when I will get it, but 
whenever I get in touch with anyone in the department and ask how it is coming 
along the usual answer I get is that it is very difficult to get out a statement 
on travelling expenses. Now, surely, that is one case where there would be no 
question as to what travelling expense was. There should be no trouble in getting 
out an answer to that question. ; 

The Wirness: By that do you mean that you would include travelling 
expenses, or the actual amount that is expended on the business of government 
in respect to travel. Would you include removal expenses? 

Mr. Drew: What do you mean by removal expenses? 


The Witness: Where an officer or an employee is moved let us say from 
Regina to Vancouver. 

Mr. Drew: That obviously would be personal travelling expense. 

The Witness: That is right. 

Mr. Drew: But those will be in separate categories now? 


The Wirness: Well, it is often difficult to lay down exactly what they are. 


We are never quite sure for example when Mr. Diefenbaker asks for that 
information, if he wants to get removal as well as travelling expenses or not. 


By Mr. Diefenbaker: 


Q. That is very helpful, but right here I would like to ask a niiontorn 
how would I ask that question, not only to cover travelling expenses, but also 
removal expenses? Are there any other categories that—?—A. Those would be 
the main ones. 

Q. So if I want to get the answer for travelling and removal expenses they 
should be readily available in the matter of a few days. 


is - 
= a ee a ae 


eee Se yk eh la ee ee ee 
2 cuales > le Teas eee 


aS a: Si 


PUBLIC ACCOUNTS 207 


Mr. Laneiois: How many employees would that cover? 


The Wirness: It might involve quite a problem. In External Affairs, for 
example, we would have the problem: do you assemble the accounts from 


overseas or in other cases from the thousands of local offices throughout Canada? 


Mr. Crotu: Why do you not ask easy questions, Mr. Diefenbaker? 


By Mr. Diefenbaker: 


Q. That indicates one thing to me, Mr. Bryce. Am I right in this, that you 
really have no records available here of those expenditures? There is no record 
from month to month similar to that in any business concern that will allow 


‘the information to be readily furnished without sending telegrams and cables 


back and forth to all parts of the world—A. The more we have that information 
centralized the more expensive our accounting is. We have to look at the thing 


in terms of what is worthwhile. 


By Mr. Drew: 


Q. Mr. Bryce, on that point, has not this been the experience in business 
accounting, that. once you establish a clear practice of delivering information at 
regular periods to a central office that you greatly reduce the expense below 
what you have under another system where you are constantly called on to 
write this person and to that person to get information at different times and 
then have to bring it together for some particular purpose, is that not so?— 
A. Well, my ‘business experience is not extensive enough, that I would want to 
generalize—but I believe there is a limit on the degree to which it pays to 
centralize, and the problem here—take the Department of Transport as an 
example—do we want to centralize the contro] of travel expenses all in Ottawa, 
or spread it out in local offices? The same applies to the Unemployment Insur- 


~ ance Commission. At what level and in what area do you want your managerial 
- control? 


Q. There is a distinction between managerial contro] and records. Under 
managerial control some one in Paris or Melbourne or in Victoria or in Halifax 
does something which involves public expenditure. Then there is a record 
made and that is approved under an established system of managerial control. 
If‘ you have a system under which at the end of each month the record of - 
expenditures in certain categories must be forwarded to Ottawa, then while it 
may be true you cannot give an up-to-the-minute record, as there may be a 


- time lag of weeks to get this information to Ottawa, it seems any given time up 


to say a date six weeks before would automatically have brought forward the 


_ total of these items in the whole system. Would not that be simple?—A. I think 


it is true that you could. When you get into this detail it is the Comptroller of 
the Treasury, Mr. McIntyre, who can tell you what the time lag is in assembling 


~ the information. 


By Mr. Croll: 


Q. I want to ask two questions arising out of what Mr. Drew says. We 
were talking about the general form of the estimates. These two questions 
appear to suggest themselves to me. I do not know how long you have been 
there, Mr. Bryce, so perhaps you do not know the answers. Did we always, to 
your knowledge, present estimates in this fashion, as we have them now? I 
think Mr. Sellar said it was since 1935 or 1936. But did we always present them 
in this fashion?—A. No, there was a major revision made in 1938. It was 
announced in the House. I thought it might be useful to the committee if I 
brought along a copy of the statement made’ at that time. It gives a brief 


: explanation of the general basis. 
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EXCERPT FROM THE DEBATES OF THE HOUSE OF COMMONS, 
FEBRUARY 38, 1988, CONTAINING A STATEMENT BY THE 
MINISTER OF FINANCE ON THE REVISION IN THE 
FORM OF THE ESTIMATES 


“Tn the budget speech of last year I made an attempt to show the percentage 
distribution of our revenues and expenditures, but found it necessary to point 
out that the form of our estimates and appropriations made it impossible to 
achieve accuracy in such calculations. I then stated that before another year 
had passed I hoped to be able to introduce such changes in our procedure 
regarding estimates and accounts as would make it possible to determine more 
accurately the real costs of the various services of government. 

Iam glad to be able to announce to the house that the main estimates for 
1938-39, which are now being tabled, are being presented in a new form, with 
what I believe is a greatly improved classification and with much greater detail. 
The purpose of the revision is to facilitate a greater control over expenditures 
and to present a clearer and truer picture of the operations of government. 

The need for revision has been recognized for years, in that items in the 


estimates did not reflect, the cost of services. In this respect they were actually 


misleading, because, with few exceptions, they were supplemented from civil 
government or other appropriation of a general character. Other defects included 
provision for numbers of distinct activities under one general item, and assembly 
of items under obsolete captions without relationship to existing departmental 
responsibility. The principal object of the revision is to give to parliament, by 
removal of these defects, a reasonably accurate estimate of the costs of functions, 
assembled under the departments responsible for administration. 

Application of this principle involved rearrangement of vote and disap- 
pearance of the civil government and miscellaneous sections. It also involved 
selection of the distinct services or projects on which the taxpayer’s money is 
spent and insertion of an item for each. As all expenses cannot be allocated on 
this basis, the remainder for the department or branch has been included under 
an item for administration of the department. As comparison with estimates of 
the previous year are always of first rate importance to parliament, these have 


been shown in each instance. The amount entered for 1937-38 is the sum voted - 


for that particular function, although it may have been authorized under several 
general or specific votes for that year. Any member interested may obtain 
details of these. allocations of former votes in committee of supply. 

The new form is composed of two main sections. The first, to page 58, is 
made up of items to be included in the supply bill, together with statutory 
appropriations, each of which is marked with the letter S. The second section, 
from page 54 to the end, is for the information of parliament and will not be in 
the supply bill. In the first section, division by items has been with the object 
of showing clearly the cost of the various services carried on by the government. 
The second section, which is entirely new, is designed to furnish parliament 
with detailed information as to how the various proposed votes are to be spent. 
For convenience the page number of the details is printed opposite each item. 

In effect, items in the first section will become votes which must be admin- 
istered strictly in accordance with their terms and amounts. On the other hand, 
the details by objects of expenditure contained in the second section may be 
varied to meet. administrative requirements. In general, they will be the basis 
of classifications compiled by each department at the beginning of the fiscal 


year under the terms of section 26 of The Consolidated Revenue and Audit Act. — 


These classifications are submitted.to the Department of Finance at the beginning 
of the fiscal year, and may not be amended except with approval of the Treasury 
Board. 
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cy The mule: principle of this revision has been the endeavour to furnish 
_ the cost of functions. At the same time, it has been necessary to give due con- 
sideration to the requirements of administration, accounting and audit, since all 
—are necessary to a full measure of parliamentary control. While the new form 
is an attempt to meet all essentials, it is not regarded as final. Rather, it is 
believed that experience in operation and consideration here will suggest further 
improvements for future vears. 

I need not say that the changes which have been made have resulted in a 
great deal of work during the past year for all the’ departments and for the 
Treasury Board. It will be clear, also, that the larger number of votes will 

_ probably increase the work of my ‘colleagues and their departmental officials in 
getting their estimates through the house. We have, however, received the co- 
operation of all departments in making the revision possible, and I trust that the 
changes which have been introduced will, after study, commend themselves to 
the house.” 
Q. In the light of your present experience, Mr. Bryce, with estimates, have 
you continued to improve this system and in what fashion? These are two 
things I wonder if you could answer?—A. I would say there has been a gradual 
Improvement, but a period of war and all the immediate changes following 
-upon war is not a period where you can hope to settle down into the best 
peacetime methods. 
~>  Q. In what respect have you improved? Can you point to anything? 
_—A. For instance, I would say, we have, to a larger extent than formerly, 
segregated votes for operating from votes for capital that is, for construction and 
improvements. I feel that is an important distinction which is worth making. 
_For example, where in meteorological work we provide for construction of new 
stations and additions and betterments to equipment or where we are providing 
the actual operating cost, I would feel that segregating these costs gives a better 
idea of what is happening by comparison with previous years and different 
scales of operation, and gives a better measure of control. I would say offhand 
that is one of the main features of development that has taken place. 


By Mr. Browne: 


‘4 Q. Could you give us an illustration of that in the agriculture estimates? 
_—A. I am sorry, sir, I would have to trace it through a number of years to show 
o. but I may be able to get an analysis made of that sort of point and supply 
it to the chairman for the record. 
Q. I was under the impression from the remarks of the auditor general 
Pthat there is no distinction or very little distinction between capital and ordinary 
_expenditure—A. It is not general yet, but it is widening out. I think you will 
find it quite frequently in the Department of Transport votes now. My recol- 
lection is that in the Atomic Energy Control Board votes there is a distinction 
: between capital and operating expenses that was not in then previously. Frankly, 
we have only a very limited number who can work on this and our interest has 
R been primarily devoted to the figures following the vote rather than the form 
of the vote. That is one of the main trends. We have also been trying to: get 
Bto a uniform system of analyzing, and breaking down the votes into primaries. 


q By Mr. Croll: 

~ Q. Can you point at any of these votes atid show what you call uniformity? 

A. We are now showing under most votes, not only salaries, but salaries 
broken down into permanents, temporary assistance, casuals and others. We 
usually under most votes divide office materials into printing stationery and 

: office equipment. Travelling expenses are a separate requirement and it would 
include removal expenses. 
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By Mr. Stewart: 


Q. This question of advertising rather intrigues me. At the moment, I 
do not see any difficulty in providing the information as has been suggested but — 
in the Department of Finance. For instance: Department of Finance, looking 
very casually at only one amount for public information program, $30,000. 
I am looking at page 122 of the estimates, 1950-51. Do I understand from that, — 
assuming the money is spent that that is all that will be spent by the Department 
of Finance on publicity ?—-A. You will notice that is under the Foreign Exchange 
Control Board and those are the expenditures directed to the particular purposes 
of that Act and of course that is the reason that we try to segregate that into 
a different vote. 

Q. Is that point the only place where money is spent on public information 
program such as is mentioned there? Is there money being spent in other 
departments of finance for public information?—A. Just look at the item 
immediately above, under Farm Improvement Loans Act. They get out an 
annual report, various press releases, announcements and things like that, which 
is done by their regular staff. There may be one girl on the staff of a dozen, 
say, who specializes more or less in that sort of work. I am not quite sure 
whether Mr. Drew would think we should classify that as public relations work. 
That is the problem we are up against when we try to segregate a particular 
type of expense in this way. The Department of- Finance does not have an 
information division. You will find, however, under the votes in the Department 
of Finance a vote for the cost of issuing new loans. That is not technically a 
vote, it is a forecast of the expenditures that may be made under the continuing 
authority in the Consolidated Revenue and Audit Act. Some of that would - 
be for the advertising necessary in issuing a loan. If we were going to make 
up the sort of analysis Mr. Drew has suggested: we would have to try to make 
some rough guess as to what the advertising for the issuing of the loans might cost. 


Mr. Drew: Well, I would find it difficult in the exchange of question and 
answer in this way to suggest the exact form that any one of them would take 
but there must be some form under some practical definition that can be adopted? 
Let us take an example, the Department of Transport, page 52, of the estimates. 
There is an item there, note No. 426, publicity and advertising in Canada and 
abroad, and the estimate for the coming year is $201,000 as compared with 
$267,000 last year. Items of this kind appear all the way through the accounts. 


Mr. JoHnston: Would that be a true statement according to Mr. Bryce’s 
definition? How would you allocate it exactly? 


Mr. Drew: That is what I do not know. I find that different terms are 
used in different departments. In one case it may be described as public rela- 
tions and in another, as we have just read, publicity and advertising in Canada 
and abroad. I notice, for instance, in the public accounts of 1949, that there 
is a much larger expenditure under the title of advertising by the Department 
of Trade and Commerce. What I am pointing out is this: if we are to approach 
this as we would approach the problem in business, I think we would be able 
to say how much is spent in advertising and how it is divided as between the 
printing, radio, films and for paper bought by the government. I think the 
way we have it we have no way of expressing an opinion as to whether the thing 
is being done economically or not. 

Mr. 'Crotu: Mr. Drew, would you refer to page 270? 

The CHAirMAN: Where would you put these suggestions in the estimates? 


Mr. Croui: Mr. Chairman, if you look at page 270, you have the answer to 
Mr. Drew’s question. That same vote is carried into page 270. Look at it. 
You have booklets, films, clipping service and subscriptions, printing ‘Foreign 
Trade” and “Commerce Exterieur”. | 
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_ Mr. Drew: In this particular department. the information is given in sub- 
stantial detail but you will find in other cases it is not. 
Mr. Crouu: I just happened to glance at this. 
Mr. Drew: Oh yes, that is carried out in substantial detail. 


By Mr. Croll: 


Q. Can you then say, Mr. Bryce, whether it is practical under all cireum- 
stances to provide this sort of detail?—A. Well, it is difficult but if you wanted 
to have issued an appendix to the estimates giving this sort of cross-classification 
I say it could be done. There would be arguments as to whether items should 
be included here or there. 

Mr. Ricuarp (Ottawa Hast): You would need a definition of the title? 

The Witness: Yes. 

Mr. Baucer: If it is possible for the Department of Trade and Commerce 
why should it not be possible for other departments to give this detail? 

The Witness: I think it is possible but the classification given here in the 
Department of Trade and Commerce differs somewhat from the travel bureau. 
Their problems are a little different. We have tried here to pick out and set 
out these things which are of interest and importance in respect to each individual 
vote. If we are going to get completely uniform cross-classification, it may mean 
that things which are important in one vote may not show up in another because 


you lose them in the larger grouping. 


: Mr. DierenBAker: Mr. Bryce, in the question I asked you in regard to 
travelling expenses, you said that you did not know what came under that 


-eategory. Well, there must be some definition of travelling expenses for referring 


’ to the Department of Trade and Commerce, we see an item for travelling ex- 


penses, $11,900? Then under the Department of Transport at page 286, tra- 


_ velling expenses, $40,000; then again at page 290, Department of Transport, 


) 


travelling expenses, nautical service, $5,000. Apparently, you must have some 
definition? 

The CuatrmMan: May I interrupt, Mr. Diefenbaker? These are the esti- 
mates. Your question deals with the public accounts, moneys already spent. 


By Mr. Diefenbaker: 

Q. All right. Then if it be an estimate of travelling expenses, it is supposed 
to be spent for travelling expense. You cannot spend it for something else. 
That item as expended next year must certainly be shown as an expenditure on 
travelling expenses—A. Yes. As I understand it, you mean there is a conven- 
tional meaning. I think that is right. 

Q. The reason I mention it is this: when a person asks these questions. in 
the House and they are passed as orders for return, they have a habit of showing 
a time lag in the returns, that is, well, I do not want to use the word suspicious, 
but at least worthy of attention, and I simply ask why it is that having categor- 
ized certain things as travelling expenses in the estimates you have a different 
category of so-called travelling expenses when they find their way into public 
accounts? 

Mr. Crotui: Would that be a proper statement? 

The Wrrness: I am not sure they would be a different category in the 
public accounts but when we are answering parliamentary questions we usually 
have to be very careful that we have got the meaning clear and we do not 
answer something other than what was intended to be answered by the question. 

Mr. Drew: But just to follow that up to show you the difference between 
the different departments—Mr. Croll gave the Department of Trade and 
Commerce—if you will look at page 171, under the Department of National 
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Defence, instead of a separate allocation there—this is in the part that is” 


supposed to show the detail—under general sundries is shown printing and 
stationery, communication services, special training equipment and! films, fees for 
special courses, education of dependent children, maintenance grants, recruiting 
expenses, miscellaneous service and other items not included in the above 
$3,567,526. 

That, of course, is only for the air service. There are similarly like items 
in regard to the army and navy. Now, if it is possible to separate these things 
like films and publicity and so on, is there any reason why it should not be done 
that way in the case of National Defence? 


Mr, Lanetors: Suppose we ask a similar question to Mr. Diefenbaker’s on 
this item. Would you like to have the total comprising the travelling expenses 
of men travelling on duty and men travelling on leave? Would you be satisfied 
with a lump sum comprising the two categories or would you have to have it 
segregated? 


Mr. Drew: Under the policy directed by government it should be the duty 
of the accounting services of government to provide a method whereby the 
different travelling expenses allocated to holidays, andi separated from the 
service, could be very simply put under different items, and printed under one 
collective total. 


The CuatrMAan: We have here one of those long items which Mr. Drew 
called our attention to: sundries and so on, $34 million. That is quite a tall 
order for sundries, I will admit that. 

When we come to the idea of groupings, will we not have bigger totals 
under the same headings of sundries and details and get ‘less information than 
we are getting now? 


Mr. Drew: What I understand Mr. Watson Sellar wants to do is. to 
simplify the groupings, reduce the number of different groupings, but not to 
reduce the details. As I understand it, it was a simplification of groupings, 
an extension of details. We have been talking of similarities. Let me illustrate 
to you a dissimilarity. Take, for instance, in the case of the Department of 
Public Works there is an item there for every building to be constructed and 
a figure provided for them. In the case of the Department of National Defence 
you have no separate figures. Under the navy, you have: acquisition, con- 
struction, purchase and maintenance, repairs, rentals and operating expenses of 
properties $9,920,000. For the army you have: acquisition, construction, pur- 
chase, maintenance, repairs, rentals and operating expenses of properties $22,492,- 
208. And under air services you have: acquisition, construction, purchase, 
maintenance, repairs, rentals and operating expenses of properties $23,508.516 
or a total of more than $54 million for which we have not the detail of a single 
building. 

‘Do you know of any reason why the Department of Public Works is able 
to set out the different buildings with the amount given under the item, and, 
on the other hand, the Department of National Defence does it in a different 
way? 

The Witness: Those are the two extremes and we have variations between 
them. Take the construction program of the Department of Transport. You 
have that allocated by the various services within that department. But the 
details given here for the Department of National Defence, as I recall, are on 
the general plan that was adopted shortly after the end of the war, and there 
were security considerations involved. How far that dictated this division 1s 


a matter it would be necessary to find out from Defence, I should think. So 


that there are in the case of the Department of National Defence considerations 
of that nature which are not present in most of the other cases. 
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By Mr. Croll: 


Q. While you are dealing with that, Mr. Bryce, if you do not mind, can 
you turn to a similar item in the American estimates, if you have them here, 
or if you can get them, and tell us what information they give? Is it possible? 


_ Do you know anything of the American form of estimates?—A. The American 


budget is a huge document. I suppose, for individual votes, they would give 
more cross-classifications than we do and they give in their budget more textual 
explanations than we do. 

Q. You mean in actually following an item they will explain that item?— 
A. There will be a rather formal description of the purposes. Of course, that, I 
think, reflects to some degree the difference in their form of government. They 
have one man essentially responsible for presenting the whole budget to the 
congress. In our parliamentary system each minister is responsible for the 
estimates under his department, and, our understanding has been that the 
minister furnishes the House with whatever explanation and detail other than 
the form of the detail provided here, the House requires, whether it is 
in writing or whether it is orally. Mr. Sellar has suggested, I notice, in his 


memorandum, the furnishing of written detail in the estimates. He took the 


audit office as an example but in a great many of the services, however, it is 
exceedingly difficult to divorce explanation from justification or policy and I 
would think for that reason the government has been following the broad policy 
that the minister responsible, or his parliamentary assistant, makes such explana- 
tions and furnishes such detail in regard to the estimates as is required. 


By Mr. Browne: 


@. On page 8 of Mr. Sellar’s brief he sets out his own department and deals 
with salaries, travelling expenses, stationery and things of that kind as an 


example of what should be followed in regard to all the other departments. 


Now, as regards the statement made by the witness that the minister takes 
responsibility for his estimates and give explanations, I know of no instance in 
the last session where one vote was changed in the discussion in the House, 
not one that I could hear. So that the explanation given in the text in this 
fashion would do just the same would it not?—A. Yes, or it could be given in a 
separate written form by the minister at such time as would be appropriate. 

Q. If it was put in one volume that volume would not be any more 
voluminous than the public accounts?—A. Well, I must say the public accounts 
to most people appears to be a very formidable volume. 


Mr. Crouu: In answer to Mr. Drew’s question you suggested that there 
may have been some reason of security for giving no more information than is 


- given in. the estimates of the Department of National Defence. Referring to 


the American national defence estimates, what sort of information, if you know, 
do they give with respect to that subject? 


The Witness: I could not tell you. 


By Mr. Diefenbaker: 


Q. In the preparation of your estimates so far as defence items are con- 
cerned are you directed to withhold certain information or particulars? Were 
you directed by the minister in connection with defence estimates as regards the ~ 
failure to give greater detail?—A. In the volume of estimates? 

Q. Yes.—A. Well, the form in which the detail would be provided in the 
case of defence was settled by the government some years ago. I could not 
say offhand whether there have been any minor changes. 

Q. Was that during the war?—A. No, I think it was immediately subse- 
quent, shortly after the war. 
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Mr. Wrigut: Mr. Chairman, my question was along similar lines to the last 


one. Who determines the detail to be given by each department—the minister. 


himself? It seems to me there is a variation in the detail between different 
depatrments. Does the government as a whole, or does the Treasury Board 
state to each department: now you shall give certain details in your estimates; 
or does each minister settle that question himself? 


The Witness: Well, the detail that goes in the book is approved by the 
Treasury Board. Now, I think it would be unrealistic for the ministers to devote 
a good deal of time to deciding minor divisions in the votes. In the major 
divisions where it is important to decide whether the description or expenditures 
will be in one form or another, the board will consider that at some length. 


Mr. Lancuois: When you gave your review of the procedure followed in 
the preparation and wording of the estimates, if I understood you correctly, 
you said that each of the departments made its own suggestion to the Treasury 
Board and the Treasury Board actually decided the various categories of expenses 
and estimates. The Treasury Board has, I will not say the final word, but has 
quite a decision to make about the actual wording of the estimates and it is to be 
approved by the entire cabinet after. But I do not think it is right to say that 
the Treasury Board is actually responsible for the wording of the estimates. 

Mr. Browne: Mr. Chairman, there is very little change from one year to 
the other. You have it all in here and you can go through the estimates and 
get the information. 


The CHAIRMAN: Yes, the detail in there is very clear. - 


Mr. Browne: And there is very little change from year to year, if there 
are any changes they are not very great. 


Mr. Lanetois: I think it is a good thing there are not very many changes, 
otherwise it would be more difficult. 


Mr. Stewart: I think it would be better if there were more changes. 

Mr. Laneuois: Might I ask a question? Is it in order, Mr. Chairman, to 
refer to this statement which has been furnished by Mr. Bryce, the statement 
that was made in the House? Could he tell us what that statement 1s? 

The Witness: That is an explanation as to why the changes were made 
in 1938. 

Mr. Lanetots: But it refers to the considerations on which the change 
was made? 

The CHatRMAN: That is right. 


By Mr. Johnston: 


Q. This is the statement which was made in the House by the Minister 
of Finance in 1938 in which he stated that they had received the co-operation 
of all the various officials. I would like to know if all the departments were 
asked for suggestions and if this statement represents the views of all depart- 
ments concerned. Was the Auditor General, for instance, consulted?—A. You 
mean, at that time? 

Q. Yes.—A. Oh yes, I know that the Auditor General at that time saw it. 
I looked over the file last night and I know that he did go over it in quite some 
detail and made notes on it before it was done. Similarly the Comptroller 
of the Treasury of the time and the departments all went over it. I will not say 
there was complete unanimity of view; there rarely is about a matter of this 
kind, but at least there was a reconciliation of views and a decision was made. 

Q. The second question I wanted to ask is this, was this revision considered, 
generally speaking, by all the departments concerned as an improvement over 
ee done before?—A. I would be unable to speak from direct knowledge 
on that. 
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Mr. Stewart: Mr. Chairman, I wonder if we could take a little time to 
examine this statement which was made in 1938. I haven’t had an opportunity 
of reading it, but apparently it was something which had to do with a change 
in the estimates, and the form in which the estimates now appear before us was 
the result of the action taken at that time, and as a result of the ideas discussed 
at that time the estimates took the form in which we now have them. It 
represents the considered opinion of the principal officials of departments 
concerned, and apparently it has not been improved upon since. 


Mr. Drew: I think the point Mr. Stewart has just made is very apt, 
because, actually, this was limited to the government—the allocation of all the 
cost; and it was not so much a revision of the general method of the presentation 
of the estimates as a re-allocation of costs to the services performed. 


The Wirness: Yes, but it represented a major regrouping of expenditures in 
the votes. 
Mr. Drew: That is true, but I see here: 
The need for revision has been recognized for years, in that items 
in the estimates did not reflect the cost of services; 
and then it goes on to say: 


Other defects included provision for numbers of distinct activities 
under one general item and assembly of items under one general item, 
and assembly of items under obsolete captions without relationship to 
existing departmental responsibility; 


and it continues, 


The principal object of the revision is to give to parliament, by 
removal of these defects, a reasonably accurate estimate of the costs of 
functions, assembled under the departments responsible for administration. 


And, reading on down there, I find it is mainly a question of re-allocation of costs 
rather than a re-arrangement of detail and simplification in presentation of 
acounts. I do not suggest that this was not a very positive step in itself, but 
it does not seem to me that it dealt with the whole question of simplification in 


_ the presentation of accounts. 


The Witness: I would not suggest that this is the last word, by any means. 


_ A good many years have passed since this was done, and, as I have pointed out, 
_ the activities of government have grown enormously. 


Mr. JoHnston: That was the last general revision? 
The Witness: That was the last general revision, yes. 


By Mr. Langlois: 


Q. You mentioned the Department of Finance. Did they concur in this 
change, were they in agreement with the proposed revision which was carried 


em out ?—A. Yes sir. 


Q. Was Mr. Sellar the Auditor General at that time?—A. No sir. 

Mr. Crotu: No sir. 

Mr. Lanexors: Who was it? 

The Witness: Mr. Gonthier. 

Mr. Baucrr: Mr. Sellar was talking about changes in procedure and he used 
as an example this page 4 here, the estimates relating to the Department of 
Apriculture, and one of his suggestions was that a lot of the items there could 


be consolidated into one vote. You will see that in the four sections dealt with 
on that page—perhaps I should say branches of the department—similar items 


appear with respect to each branch, and the suggestion was these might be 


» 
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consolidated into one item. For instance, the department, we were told, takes 
money for travelling expenses and uses it for let us say printing and stationery; — 
is that so? 

The Wirness: Only if they come to Treasury Board and ask for the re-— 
allotment of votes in different amounts. That is what we call transfers between — 
allotments, and they will have to give us satisfactory reasons for doing that. 
That is one manner in which the cabinet or the Treasury Board keeps a general 
survey over the programs of the departments so that you get the element of 
eeneral control over the programs as well as administrative or ministerial control. 

Mr. Browne: It is a very detailed job too. 

The Witness: It is a detailed job. 


Mr. Baucer: How would that apply in the case of National Defence? I see ~ 
there have been considerable transfers there. 


The CHairMAN: Would you speak a little louder, please, Mr. Balcer? 


. Mr. Baucer: Take the item there with respect to buildings, monies voted 
for building purposes in National Defence could they take that and use it for 
travelling expenses and things like that? 


The Wirness: We would require National Defence to observe very much 
more detailed control over their allotments than is published here, there would 
be much more detailed control exercised; so they would have to come to Treasury 
Board—lI suppose there are transfers in National Defence every week between 
the various branches of the department, the various allotments. Of course, it is 
such an active organization that you are bound to have changes in program 
from month to month. 

Mr. Laneuois: A while ago in answer to my question you said that Mr. 
Sellar was not at that time Auditor General. I understand he was at that time 
Comptroller of the Treasury. Had he any comment to make on that? 


The Witness: I tried to find out last night but was not able to do so. 
Mr. Crouu: But the Comptroller of the Treasury was consulted? 
The Witness: Yes. 


By Mr. Johnston: 


Q. There is one thing I would like to know. I understand Mr. Bryée to 
say that there is absolutely no changing of money from one vote to another 
without going to the Treasury Board; now, I did not understand Mr. Sellar 
to say that, and I wondered if you would agree with what Mr. Sellar said in 
regard to that?—-A. I am sorry I did not make myself clear on my point. We 
do not have any authority to make transfers between votes except in certain 
specific votes that are for that purpose. You will see certain votes of Public 
Works that are there to supplement other votes as it becomes necessary. For 
instance, take an estimate dealing with a particular item and the cost of it turns 
out to be larger than anticipated, there is a small vote there from which we can 
transfer funds for this purpose by statutory authority. 

Q. But is it done? Is money transferred from one vote to another?— 
A. Oh, no sir; the transfers I speak of are within the votes but between the 
various categories into which the vote is divided. 

Q@. And they need to get the approval of Treasury Board before doing 
that?—A. That is it, sir. 

Q. Then, as to the transferring of moneys within the vote from one part 
to another they have to go to the Treasury Board for authority ?—A. Yes. 

Q. Then there could be no transfer whatever of any moneys without getting 
permission from the Treasury Board; is that right?—A. That is right, sir, within — 
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the major categories that are established. Now, normally, those are the 
‘categories shown here in the details of these services for which the vote was 
made, but on some occasions in some of the votes we will adopt a different set 
of categories for managerial purposes. I speak from memory, but if you will 
look at the Experimental Farm—aAgriculture—you will find that the details 
given in the votes here are explanatory details such as are found in the details 
in the other votes. 

The CHairMAN: What page is that? 

The Witness: That is on page 81—I think that would be the best illustration 
—on page 82, for the branch farms. Now, speaking here only from memory 
and subject to correction, I believe that this is normally managed throughout 
the year, on the basis of the various branch farms. That is to say Treasury 
Board will allot that total vote to amounts for each farm and they will operate 
on that during the year; and the vote will be controlled, as we say, in terms 
of the amount required for the various farms; then, at the end of the year 
when the public accounts are prepared they will determine how much has been 
spent in these categories so it can be shown in the public accounts for the 
information of parliament. 


By Mr. Johnston: 

Q. Even under that there is absolutely no transfer without authority from 
the Treasury Board?—A. Yes’ sir. 

@. Then I am clear on this, that there is absolutely no transfer on any 
vote or within any vote without the approval of Treasury Board?—A. Yes. 

(). For any purpose?—A. But between the categories that are set forth, 
of course.” » - 

Q. And that between the categories set forth there on page 81?—A. Or 82. 
Take there for instance there the item on, acquisition or construction of buildings 


and works; you will notice there the large item in the Experimental Farm’s vote 


of $456,000 for the acquisition and construction of buildings and works; now, 
they will have a considerable element of discretion as to whether they would 
proceed, let us say, with a small building on one farm or an alternative building 
on that farniyy —. > 

Q. Let me ask you this: do you think that Mr. Sellar was in error when 
he was speaking about that the other day?—A. Well, he said, as I recall, that 
the divisions have no real significance; I think what he meant by that is that 
they have no statutory significance. 

Q. And could be changed?—A. but—as far the the law governing the depart- 
ment is concerned, they have a significance. 
Mr. Browne: You will find that on page 6 of his report. 
Mr. JoHNsTON: We could quite easily get the evidence from the printer. 
Mr. Browne: The vote there was exceeded by $400,000; how would that 
happen? 
Mr. JoHNston: What is the page? 
Mr. Browne: That is on page 6 of the report of the Auditor General. _ 
The CuarrMan: Has that any relation to the question which is now before 


the committee? 


The Witness: No, that is a separate item. For instance, the department 
of Transport Stores Act years ago established a limit on inventories which could 
be held by the department and that limit has become obsolete and I believe 
there is legislation before the House at the present time altering it. 

Mr. Browne: How would they be able to build that up? 

The Witness: I presume one of the other appropriations could be used for 
the payment for stores which they required to purchase, but they were not 
supposed to hold at the end of the year beyond this stated amount of inventory. 


218 STANDING COMMITTEE 


By Mr. Johnston: 


. Then they would change from one item in that vote to another. ai I do 
not know enough about the accounting, process to say that, sir; on the mechanics 
of that the Comptroller of the Treasury could tell you. 

@. I am trying to reconcile your statement with the one made by Mr. Sellar 
because I am a little confused there-—A. I am not surprised, sir, because the 
operation of these various stores accounts are a complication that is a little 
unusual in our law. There are only two or three of them in the whole govern- 
ment service; and the relationship between the accounts for these and the 
accounts for the votes is a quite complex accounting problem and one on which 
the Comptroller of the Treasury rather than myself should speak. 


@. I do not think there is any misunderstanding in what you have said, that — 


there is absolutely no transfer whatever without the approval of Treasury Board. 
—A. That is right. 


Mr. Crotu: Within the available votes. 

The Witness: Yes, within the votes. 

Mr. Johnston: I meant within the limits of the individual vote. 
Mr. Browne: They cannot change from one vote to another. 


Mr. Jounston: I do not know whether that is so or not: that is ib ts I am 
trying to get clear. You say they cannot? 


Mr. Laneuois: I do not think so. 


By Mr. Drew: 

q. Just to come back to this question of detail and returning again to the 
estimates: Where for instance in the estimates do we find the estimate of the 
deficit of the Canadian National Railways and Trans-Canada Air Lines? 
—A. Those are not provided for in the main estimates because the main estimates 
would be brought down each year in February or March—for instance, this 
year, 1950—and it is exceedingly difficult to anticipate ‘at that time of the year 
what the deficit of the T-C.A. or the C.N.R. would be. The practice has been 
to vote those amounts in the further supplementary estimates following the 
end of the calendar year to which they relate. 

@. You see the result that produces, Mr. Bryce. The deficit on the Canadian 
National Railways which was voted as a supplementary estimate for this 
past year was how much?—-A. $40 million odd. 

Q. $40 some odd million; and the deficit on Trans-Canada Air Lines was 
in the neighbourhood of $44 million. Perhaps if you have them there, we could 
use the exact figures, because for the purpose of my point I think that is of 
some importance.—A. The amount for the C.N.R. was $42,043,028. 

Q. Is that the estimate for this coming year?—A. That was the amount 
in the further supplementary estimates for the last fiscal year. 

Q. For the last fiscal year?—A. Yes, and it covers the deficit for the 
calendar year, 1949. 

Q. Yes, and Trans-Canada Air Tages a) Trans-Canada—the total was 
$4,317,594. 

Q. And the total amount approximately?—A. $46,400.000. 

Q. Now: assuming for the sake of argument that the deficit of the Canadian 
National Railways and Trans-Canada Air Lines for the coming year is something 


of the same order, or something of approximately the same figure, we know that 


this will be covered by supplementary estimates, and for that very reason we 
know that the estimate of $30 million surplus in the estimates is not an accurate 
amount at all because we know that these estimates actually are estimate 
budgeting for a deficit; isn’t that so?—A. Well, sir, in the budget we go beyond 
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the estimates and we endeavour to forecast what the total expenditures, including 


_ those required to be provided by supplementary and further supplementary 


estimates, will be. 

(). Well then, in the estimates do you provide for a loss in excess of 
$40 million?—A. If you will look in the Minister of Finance’s budget speech you 
will see there a paragraph or two going from the estimates to the total. Now, 
he does not reveal just exactly how much he includes for this, that and the other 
item; because, of course, it is more difficult to forecast any particular one item 
than it is to forecast the total as a whole; it is a little difficult to budget as to 
just how much additional expense you are going to have over and above what 
has been provided for in the main estimates. 


By the Chairman: 


(. Do you mean that when he forecasts a surplus it includes whatever 
calculation he has made respecting any deficit which might have to be provided 
for in the supplementaries or the further supplementary estimates?—A. Yes sir. 

@. So the forecast he made in his speech was about as accurate as it 
possibly could be?—A. Yes. 

Q. Even including the estimates to be brought down in the supplementaries? 
—A. Yes. I believe it is a custom of many years standing that the Minister of 
_ Finance endeavours in each year, so far as it is possible, to indicate what the 
total expenditure will be, and in doing that he will not only try to allow for 
things such as deficits but the amount of money which will be required to meet 


that. He will try to allow as best he can for the short fall on estimates, the 


amount that actual expenditures will be below the amount provided by the 
votes in the estimates. The votes in the estimates set an upper limit for 
expenditures. 

Q. Do you also take into consideration that revenue receipts may be less 
than was anticipated?—A. Yes. 


By Mr. Croll: 


Q. In the years past his estimating has been most accurate; and, am I right 
in this, that his estimate for last year was very close indeed?—A. I hesitate 
to speak from memory on that. It is a matter where you have so much variation 
one way or the other that you would have difficulty in forecasting the net 
outturn. 

Q. Do you remember last year?—A. I was at many of the discussions and 
I know it is very difficult. 

Mr. Crotu: I remember him telling us about that and I just thought if we 
could get that it would be interesting. 


By Mr. Drew: 


Q. Then, in this case, there is a covering statement with details in regard to 
matters of that kind. Well now, let me take another subject. Let me ask you 
- where we will look for information in the public accounts which we have before 
us with respect to certain other matters. As you know, there has been a good 
deal of property owned by the government other than ordinary government 
property. Now, where in the public accounts, for instance, does one find this 
property set out? 

The CHatrMAN: Do you mind elaborating as to what kind of property 
you have in mind? 


Mr. Drew: Yes. 
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By Mr. Drew: 
Q. Let me ask you a question for instance with regard to government 
expenditure in connection with certain mines. There is one case I have in mind — 
where they acquired a mining property, the Eldorado Mining Company, by the 


acquisition of stock and they did that by order in council. That is set out — 
because it is a continuing company. But the government also acquired other 


mines where there would be no separate corporation set up for that purpose. 
Where do we look for the details on that?—A. Well, sir, the classification of 
assets that we report on the balance sheet, there are a number of classifications 
I might say— 

@. Yes—A. —and I could not give you that, sir, without some study for 
the purpose as to the boundary line between these is whether they are classed as 
active assets and the other assets which we show in our assets and those assets 
which the government continue to hold as charged to expenditure in the past. 


There are a great many assets I am afraid that just do not appear in the public 


accounts as such because they were really expenditures made in previous years 


and the physical asset remains now—an untold amount of equipment, for 


instance; that, I am sure, is not reflected in the accounts. I could not answer 
you further on that without, as I say, examining the question. 

@. Well then, Mr. Bryce, let us recognize that there is a very real difference 
between properties such as the building which we are now in and the grounds 
surrounding it and properties that for one reason or another have been taken 
over for operation by the government. I am not saying that I think it is right 
that all the assets should be shown in some way, but assuming that there are 
reasons for not showing such buildings as this parliament building—this and 
other properties of that kind which under no possible circumstances could ever 
be disposed of or would be disposed of—but, nevertheless, there are other 
properties which are used for other purposes which can be and which are disposed 
of from time to time. Is there any place in these public accounts that any 
member of parliament can find a statement of what these properties are?— 
A. Those that are disposable properties? 


(). Yes—A. I don’t believe there is entered any complete list of those; | 


of course, all sorts of properties may be disposable to a degree. We may own 
buildings such as a post office in a particular town which is presently disposable— 
I think in many cases it would be—but if we were going to cover all such assets 


it would be necessary to include a great many that are perhaps of doubtfully — 


disposable value; and I am not sure that the records would exist now unless 
we went through and made an accurate appraisal of them. 

The CuatrrMan: I think Mr. Drew has something else in mind; if he would 

elaborate on that we would know what it is. 

Mr. Drew: Yes. I have given you an example. You doubtless are aware 
of the fact that the government did acquire certain mines. 

The Witness: Yes, I cannot say exactly which ones. 

Mr. Drew: I think you will recall that the government acquired-a coal mine 
in British Columbia, I do not know whether they own that now or not; I think 


they acquired mines in other parts of the country. Now, in cases where they 
acquired a mine which was already an operating corporate enterprise, let us 


say such as the Eldorado Company, they continued that as an operating entity 


through their complete ownership of the shares. There are other cases where 
Crown corporations continue to be shown—such as the Polymer corporation 
and enterprises of that nature. Now, the fact that a company of that kind 
happens to be a Crown corporation—but happens to have started as a private 
corporate entity through the taking over or acquisition of all the stock—does 
not place it im any different position, it seems to me, from the point of view of 
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fc recording the assets of the government—to property of a similar nature which 


does not happen to be held in a similar way? 

The CHarnMAN: You are referring to the mines. 

Mr. Drew: Well, take the property at Cartierville. That has been disposed 
of and sold to the Electric Boat Company. Where is that property shown in 
the public accounts? | 

The Witness: I am afraid, sir, that I would not be able to put my hand 
on it. 

Mr. Crouu: Mr. Sellar answered by saying it would be shown in the War 
Assets statement. 

Mr. Drew: It is not included in the War Assets statement. The War Assets 
statement obviously does not include it because that property cost about 
$24,000,000 and the War Assets statement amounts only to a very small figure. 

Mr. Buur: What is the name of that property? 

Mr. Drew: It was property built originally under the direction of the 
Vickers company and then separated, under some arrangement, from the Vickers 
company and operated as a government plant? 

The Witness: I would look first in the records of the old Department of 
Munitions and Supply and I was going to look and see whether it was under 
a reconstruction and supply heading—but I think it would be best. sir, if I 
endeavoured to inquire into it and furnish the chairman with the information 
I can get as to where that is recorded. 

Mr. Drew: The reason I ask is that I know the question had been previously 
raised and the answer was given that it would be included in War Assets but, 
on examining the total assets of War Assets, it is quite obvious that this building 
I am speaking of cannot be included. 

Mr. Crouu: It may be in there for the usual dollar amount. 

Mr. Drew: This has been at all times an operating company. 

The CHAIRMAN: We have the War Assets balance sheet at page Y90 of the 
public accounts. 

Mr. Buus: I move that we adjcurn, Mr. Chairman? 

The CHatRMAN: Well, perhaps we can just have one second. 

Mr. Drew: You say it is at Y90? 

The CHAIRMAN: Yes. 

Mr. Drew: But, Mr. Chairman, you see the total assets of the War Assets 


Be ace are shown on the balance sheet as $7,203,600, of which $5,777,000 
is cash on hand. It is perfectly obvious that the fioure does not include the 


: _ property at Cartierville. 


* 


The CuarrMAN: On page Y92 you have sales of surplus Crown assets, 
although I do not see that the item is included. 
* - Mr. Drew: It is not included under sales on Y92 and it cannot be one of 
the assets shown on page Y90. 
The Cuairman: Did you not say that it had been sold? 
Mr. Drew: Yes. 
The CuarrmMan: It would not be shown in these public accounts. We will 
find it in the statement next year. 
-Mr. Drew: But I want to know where it is shown now? I am only asking 


| in regard to this one property as an illustration. I still want to know about 


those mines. 
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The CuairMan: For the year ending March 31, 1949, there is shown sales — 


to the extent of $30,000,000. If the sale you refer to has been made sincd 


March 31, 1949, it will appear in the public accounts next year. 


Mr. Drew: Well, before we adjourn, Mr. Chairman, so that it may help in 


continuing this matter, may I ask Mr. Bryce— 
The CHAIRMAN: We might sit at nine o’clock tonight— 
Mr. JouHnston: I thought we were to have just one meeting a day. 


The CuHairMAN: Well, since we are right in the middle of this I thought we 
could sit tonight. As there is objection to that we will sit then at eleven o’clock 
tomorrow morning? 


Mr. Croutu: Was it a recent sale, or some years ago? 

Mr. Drew: The sale was made last October. 

The CuatrmMan: It would not be in here then. ! 

Mr. Drew: It is not so much the sale, I want to know where the property is. 
The Cramrman: The record will be: in the public accounts. 


Mr, Drew: Would you, Mr. Bryce, for the purposes of continuing this matter 
when we resume, make the appropriate examination and prepare a list of those 
government properties which can be regarded as operating properties as distinct 
from ordinary government buildings. 


The Witness: I will try to get what I can on that. 


The CuHatrMAN: The committee stands adjourned until tomorrow morning — 


at eleven o’clock. 


The committee adjourned. 
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- Ordered,—That the name of Mr. Kirk (Digby-Yarmouth) be substituted 
that of Mr. Isnor on the said Committee. 
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MINUTES OF PROCEEDINGS 


Fripay, May 5, 1950. 


The nang ‘Committee on Public Accounts met at 11 o'clock‘ a.m;, the 
Chairman, Mr. L. Philippe Picard, presiding. 


Members present: Messrs. Balcer, Benidickson, Boisvert, Boivin, Brisson, 
Browne (St. John’s West), Cavers, Drew, Diefenbaker, Fraser, Hansell, Helme, 
Johnston, Kirk (Antigonish- Guysborough), Langlois (Gaspe), Major, Picard, 
Prudham, Richard (Ottawa East), Riley, Robinson, Sinclair, Stewart (Wennipeg 
North), W inkler, Wright. 

In attendance: Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


The Committee resumed consideration of the form in which estimates are 
presented to the House. 

Mr. Bryce tabled a summary of the estimates for the fiscal years ending 
in 1951, 1950 and 1939 by main objects of expenditure and special categories; 
also explanatory notes covering the items detailed in the said summary, which 
are printed as Appendices A and B to this day’s minutes of proceedings and 
evidence. 


Mr. Thatcher moved that the explanatory notes tabled by the witness be 
examined in detail. 


After discussion, and the question having been put on the said motion, it 
was agreed to. 


Examination of Mr. Bryce was continued. 


At 1 o’clock p.m. the Committee adjourned until Monday, May 8, at 
4 o’clock p.m. 


A. L. BURGESS, 
Clerk of the Committee. 
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May 5, 1950. 


The Standing Committee on Public Accounts met this day at 11 am. 
The Chairman, Mr. L. Philippe Picard, presided. 


Qe ae ee 


The CuHamrMAN: Gentlemen, for the benefit of those who were sitting on 
other committees and were not here yesterday I might say that we have called 
before us Mr. Bryce, Assistant Deputy Minister of Finance, who is specially 
in charge of estimates. Mr. Bryce is here to answer any questions that the 
members may want to ask him on the memorandum on estimates presented to | 
the committee by Mr. Sellar. We have agreed to confine our questions to the 
memorandum on estimates and to finish with that before we take up the memo- 
randum on the Department of Agriculture estimates. We are at this moment 
on the memorandum on estimates submitted by Mr. Sellar. 


Before I open the discussion I would like first to mention that yesterday 
there were one or two points brought up which Mr. Bryce left unanswered. 
I think it is my duty as chairman of the committee to make certain that we have 
the record complete, so I would ask that these items be covered first before we 
open the discussion. At one point Mr. Drew asked about the consolidation of 
items for each department in the form of a statement similar to that which now 
appears in the first part of the book of estimates, a statement which would cover 
every department, showing at a glance the money involved under each main 
classification. I would like to ask ‘Mr. Bryce if he has any comments or if he 
would care to give us his views on that point raised yesterday, which, I think, 
is of very great importance. 


eS a a eee ey 


—-*. 


SO ee UPR Oe 


Mr. R. B. Bryce, Assistant Deputy Minister of Finance, recalled: 


‘The Witness: Well, sir, you spoke to me about this before the meeting and 
I said that I should, perhaps, bring to the committee, and you agreed, a summary 
of expenditures that I had prepared in answer to a request from Senator Crerar 
for the Senate Finance Committee about six weeks ago—before the easter recess. 
The Senate Finance Committee asked if we could prepare such a table as was 
spoken of yesterday and I thought that in view of the discussion yesterday you 
might wish to have it, so I have brought along this morning a summary tabula- 
tion, such as we discussed yesterday. I would like to make clear one or two 
points about it in advance if I might. We have made this selection in accordance 
with the discussion that I had with Senator Crerar when he asked for this 
summary. There is no accepted uniform classification of items that can be used 
as a standard and which would be understood by all departments There are 
some categories which are important in certain votes and therefore shown 
separately but which are not important in others and therefore not segregated. 
We have had to use our own judgment in classifying items and selecting categories 
in which to classify them, and in many cases we did not have and could not get 
__ within a short time sufficient information to make a complete division along 
the lines set forth, particularly in those instances where relatively small amounts 
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were provided in a vote for one of the purposes listed in our table but under 
another heading. As a consequence, it would be difficult for the various depart- 
ments to classify their expenditures under all these various headings, and it 
would not be possible for anyone lacking all the details available in the Treasury 
Board offices to subdivide the total we have by departments. We have assembled 
these totals from the information obtained in regard to the items from each of 
the various departments and agencies concerned but we have not attempted 
to prepare the detailed table that will be necessary to give that by departments. 

I should perhaps point out that there is some room for argument as to where 
you classify certain items, and I do not want to say this is the last word or the 
only word that can be said on that. We have had to use some element of 
discretion in making such a classification. The table gives amounts included in 
the main estimates for this year, in the main and supplementary estimates for 
last year, and in the main and supplementary estimates for the last pre-war year. 
Since it was available at the moment I thought it would be wise to bring it along 
to the committee after you had spoken to me about it, Mr. Chairman. We have 
copies available if you would like to have them distributed to the members. 

The CuHartrMAN: I think it would be quite advisable to have the copies 
eirculated.. I think, in the meantime, Mr. Bryce could you give us an idea as 
to exactly how the type of classifications have been arrived at by the Treasury 
officials, since this summary was prepared long before we asked for it in this 
committee. I think it is important we should get it on the record. 

The Witness: I should say there is a second memorandum describing in — 
some detail what we have tried to include under the various headings. I thought 
that it was desirable to have the explanatory notes available so that it would be 
quite clear what we have been trying to do. Would you like me to read off the 
categories? 

Mr. Stewart: I wonder if you would wait until we have the documents in 
hand. It would make it a little more easy for us to follow. 

The (CHAIRMAN: Now, Mr. Bryce, would you please proceed? 

The Witness: It will be seen that the categories we have picked out are 
the following: 

Civil Salaries and Wages 

Allowances—Civilian 

. Pay and Allowance—Defence Forces and R.C.M.P. 
. Professional and Special Services 

. Travelling and Transportation Expenses 

. Materials and Supplies 

. Publications, Films, Broadcasting and Advertising 
Freight, Express and Cartage 

Telephones, Telegrams and Postage 

Printing, Stationery and Office Equipment— 

(a) Printing and Stationery 

(6) Office Equipment 
11. Buildings, Works and Structures— 

(a) Acquisition or Construction, including Purchase of Land 
(6) Maintenance and Repairs 


12. Equipment— 
(a) Acquisition or Construction 
(6) Maintenance and Repairs 


13. Rentals of Property 
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14. Interest on Public Debt and Other Debt Charges 
15. Subsidies and Special Payments to the Provinces 
16. Other Subsidies, Grants, Contributions, ete. 
17. Family Allowances Payments 
18. Old Age Pensions, including Pensions to the Blind 
19. neers Disability Pensions and Other Payments under the Pensions 
ct 
20. Other Payments to Veterans and Dependents 
21. Militia Pensions Act Payments 
22. Other Pensions and Superannuation 
23. Governments Contribution to Unemployment Insurance Fund 
24. General Health Grants 
25. Trans-Canada Highway Contributions 
26. Movement of Mail by Land, Air and Water 
27. Maritime Freight Rates Act 
28. Direct Relief and Relief Projects 
29. Deficits—Government Owned Enterprises 
30. All other Expenditures. 
And then the totals are given; and item 


31. Less Estimated Savings and Recoverable Items 
And then the net total is arrived at. 

Perhaps I might say in explanation of item 31 that in special cases in 
particular votes there are gross amounts provided for a number of purposes 
and then a deduction made in arriving at the actual amount. No. 31 includes 
_ those reductions. It was necessary to do it that way in order that we could 
break down all the votes in the thirty categories that we selected. 


Mr. Stewart: Mr. Bryce, this is a very interesting summary. I wonder if 
you can tell the committee just how long it took you to compile it. 


The Witness: I would say it took two or three weeks, but not full time. 
It took a good portion of the time of our officers over two or three weeks. 


By Mr. Johnston: 


Q. How many men would be employed on that, would you say? When you 
say “our officers”, I wonder how many?—A. I would think two or three for a 
good deal of their time over that period, and perhaps two or three others from 
- time to time. I am sorry I did not anticipate that question so I cannot tell 
— you exactly. 
: Q. I just wanted a rough estimate——A. I should add that it also involves 
_ making use of a good deal of information that had been tabulated in preparing 
_ the estimates themselves and without such advance work it would have taken 
much longer. 


_ The CHatrmMan: These two memoranda will be printed as appendices in 
connection with today’s proceedings. 


Appendix A: Estimates—Summary by Main Objects of Expenditure and 
Special Categories. 


Appendix B: Explanatory Notes Covering the Main Objects of Expenditures 
- and Special Categories. 


By Mr. Drew: 


| Q. In the preparation of this summary of the estimates, who chose the 
breakdown of designations that we have here?—A. Well, sir, it was made up by 
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Mr. Smellie, Director of Estimates and myself, on the basis of what Senator 


Crerar told me would be of interest to the Senate Finance Committee. 

Q. What I am really directing the question to is this: is this a breakdown 
of estimates which seems to you to be a rational separation of matters, or is that 
one that was proposed to you in this form?—-A. It was very largely proposed 
in this form subject to the limitation of the material we had available. In other 
words, it was not possible to prepare, at short notice, figures in radically different 
categories, let us say, in the first fifteen items. 

The CHAIRMAN: Now, Mr. Bryce, would you care to answer Mr. Drew/s 
second question as to whether you consider it a good division. 

The Witness: I think it is a good division. Of course, it includes, for 
example, under civil salaries, salaries paid for a large diversity of government 
functions. It would include, as is noted here, items from the salary of the 
Governor General, on one extreme, to the casual employees in construction work 
in various outlying parts of Canada, on the other. 


By Mr. Stewart: 

Q. It would not necessarily take up so much of your time in the future if 
the departments at the same time as they are preparing their estimates would 
compile their sections of this summary?—A. We could compile it more quickly, 
yes. ; 

Q. It could be done simultaneously——A. I should point out, however, one 


point in that regard. If we are going to do cross-classifications of this kind it 


means a longer interval between the time when the dicisions are taken and the 
time when the estimates can be tabled in the House. Every decision to change 


an item involves changing all the cross-classifications and details throughout. 


You will see there is a mechanical problem there in time lag that is involved. 
@. I remember we had some experiences of this nature before when I was 
sitting on the war expenditures committee. When a member asked a legitimate 
question we would be told it would cost the taxpayers of Canada several thousand 
dollars to get the answer to that question. 
Mr. Bentpickson: What were the questions? We could refer to them. 


Mr. Stewart: This was in 1946. There were objections taken at the time. 
A legitimate question would be asked and we would be told it would cost a certain 
amount of money to answer it. As a result of that the news got abroad, unfor- 
tunately, that members were asking for information that incurred: additional 


expenditure for the taxpayer. We do not want to do that, because we are ’ 
taxpayers ourselves. I hope this question of expense to be incurred in answering © 


legitimate questions does not come up in this matter. 
The CHAIRMAN: Will you let Mr. Bryce answer that question? 


Mr. Stewart: I was not asking a question. I do not expect an answer.” 


I was just stating that every question we asked must cost money to answer. 


By Mr. Fraser:, ; 


Q. In compiling this little summary here did your department keep each » 


item separate or each setup separate so that if a member asked a question they 


would be able to go to your department and get that information instead of | 


having to hunt through the files?—A. Well, sir, I should point out these are 
the amounts provided in the estimates. ‘These are not expenditure figures. 
Perhaps, I should make that quite clear. Even for the early years these are 
the estimate figures. We do not yet have the expenditure total for last. year. 
Q. What I am getting at is this: here we have category No. 7, publications, 


films, broadcasting and advertising. Now, I know I asked a question on | 
advertismg, publicity. Would. you. have the figures separate for advertising ~ 


as a result.of having prepared this? 
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The CuarrMAN: We are on estimates, Mr. Fraser. Your question might be 
proper when we are on public accounts. These are the estimate figures we are 
considering. 

Mr. Fraser: I ahs 

The CHairMAN: Ii you want to know how much has been spent your 
question can come up when we take up public accounts. We are studying Mr. 
Bryce’s proposals for splitting the votes into functional classifications. 

Mr. Fraser: I know but it would cover part of my question, would it not? 

The CuHatrman: I do not think so. We are dealing now with suggestions 
about classification of the estimates. 

Mr. Drew: Of course, the proposition I put before Mr. Bryce is one that 
applies with equal force to public accounts or to estimates. 

The CuHarrMAn: Afterwards, yes. 

Mr. Drew: Public accounts are only accounts that have been estimates; 
estimates that have been put into effect. In regard to this question of the cost 
of answering questions, raised by Mr. Stewart, I would like to ask Mr. Bryce a 
question in regard to that. You made a comment that rather struck me in your 
preliminary remarks before presenting these two memoranda. You said it 
would not be possible for anyone not possessing information that you had in 
your department to break down these figures and determine what they really 
mean. I can well understand that but, as I appreciate the questioning, it was 
directed yesterday afternoon and this morning’ towards the idea of some 
simplification of procedure that would not only make it possible for the estimates 
and the accounts to ‘be prepared in a form that could be more readily understood 
but also would effect savings in dealing with various items of public business. 
Mr. Diefenbaker raised the question yesterday afternoon and in the answer 
it was pointed out that there was difficulty in answering some of these questions 
because of the uncertainty as to whether one could get the up-to-date information 
in regard to various details. Having reviewed the situation I would like to ask 
the question: Suppose that, even at some greater expense, a system of accounting 
were established under appropriate definitions of the various items that brought 
these regularly up-to-date at periodic intervals from every part of the govern-. 
ment service, would it not save a great deal of time in getting information when 
these questions are asked in the House? 

-The Witness: Yes, it might well do so if we could agree on what we call 
expenditure classifications that could be used generally. Then I think it would 
be possible. I speak here subject to correction by the comptroller of the treasury, 
who is the expert in this matter, that accounts could be kept monthly in these 
terms and would require relatively short notice in getting expenditures up to the 
end of the previous month. 


By Mr. Langlois: 

(Q.. That would be so if the diestion asked by the member was in conformity 
with the meanings of the headings that the expenditures are grouped under, is 
that not right?—A. Yes. 

Q. If a member asks a question in accordance with the summary it will be 
easy to answer his question, but if he wants details other than those mentioned 
under the various headings, well, you would have to start your work all over 
again, is that a fact?—A. Well, the more particular the question the more 
detailed the investigation of the account must be to answer it. If we adopted 
standard headings of this kind, questions in terms of these standard headings ° 
should be easily answered. 

Q. Members will have to ask standard questions en Yes. 
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By ‘Mr. Drew: 

Q. Mr. Bryce, is it not a fact that at the present time it would be absolutely | 
impossible for any member to ask a standard question relating to each item of 
the department even if he were dealing with the same subject in many cases?— 
A. If he asked for salaries paid, for example, that, I think, is a suificiently 
common classification now that he could get an answer to it. 

Q. I know there are certain cases where it would be the same, but is it not 
so that in your answers yesterday you indicated that there were different terms 
used for the same subject matter in different departments today’?—A. Well, in 
effect, yes; the accounts are kept in slightly different classes. The same type 
of expenditures on individual items in the accounts might well be described in 
the same way but the groupings would be different. 

Q. Well then, would it not save the expense that is now involved in detailing 
certain employees in a department to find the information for a particular 
question if there were a general classification that in ordinary cases would make 
it possible to ask the same type of question in regard to each department, know- 
ing you were dealing with the same subject matter in each case?—A. I think it 
well might, but I do not know enough of the mechanics of the accounting problem 
to know the order of the magnitude of the expenses that would be involved. 

Q. I know, I would not expect you to give it to me exactly, but I am putting 
it as a proposition. 


The CuairMAN: The Comptroller of the Treasury could be called later and 
asked that question. 


By Mr. Langlois: 

Q. Referring to your last answer to Mr: Drew’s question, Mr. Bryce, you 
do not mean to say in connection with travelling expenses, for example, that that 
description does not mean the same thing when discussing public works and 
discussing national defence estimates or expenditures? You do not mean to say 
that?—A. No, but travelling expenses, like salaries, are one of the fairly common 
categories, subject to the qualification that in certain departments you may have 
included with it things lke compensation to officers whose effects were lost 
during the war; somewhat similar items may be covered in the same primaries; 
but broadly speaking salaries and travelling expenses are classes that are 
common to nearly all the votes and questions about expenditures on them would 
be fairly readily answered because we have made considerable progress already 
in standardizing some of those divisions of the votes. We have not completed 
that progress, and if this committee and the House and the government were 
to come to an agreement on a desirable way of classifying expenditures for 
purposes of this kind then we can adjust our accounting to meet it and 
accomplish it. 

@. When you say that the clear meaning is not apparent in all departments 
as to the various items, is it a logical fact that expenses in the various depart- 
ments are not always comparable expenses?—A. I think perhaps you misunder- 
stood a little what I was saying. The divisions in the estimates that we use 
for different votes are not always the same and for that reason the accounts which 
are determined by those divisions are not always the same for each of the votes. 
It is not that the wording has different meanings, it is only the grouping of 
particular transactions which is different. 

Q. The reason I asked that was because your answer tends to give the 
impression that you were using a different thing in one department than you 
were in another.—A. I am sorry, it is a different grouping for accounting purposes 
and it follows out of the different divisions or primary allotments used here for 
estimate purposes. 
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Mr. Tuatcuer: Mr. Chairman, I was wondering if we could go down these 


- points which Mr. Bryce has made in detail and then we could decide whether or 


not it is a good thing to consider it the way it appears there. 


Mr. MAcponneEtL: Mr. Chairman, could I ask one preliminary question 
before you do that? 


The CHAIRMAN: Yes. 


By Mr. Macdonnell: 

Q. I understand the witness to state that this category division—I suppose 
you may call it that, into functional operations was not prepared in his depart- 
ment but came from the Senate; am I correct in that?—A. No, sir, it was 
prepared by us in the Department of Finance at the request of Senator Crerar 
on behalf of the Senate Finance Committee. 

@. Was there any division comparable to this in existence before?—A. We 
normally make a separation, a cross-classification, when considering the estimates, 
but not essentially in the same categories as you have here. In the Department 
of Finance in analyzing the estimates we are interested too, in this sort of thing 
in seeing the nature of the expenditures contemplated in the estimates. 

Q. Then are you perfectly free to suggest changes in the method of set-up 
of the departmental figures or do you more or less accept them as sent out 
and make your own divisions for it?—A. Oh, the Department of Finance has 
made suggestions in the past as to classifications. 

The CHatrRMAN: Is it then the desire of the committee that we should look 
over in detail the material which Mr. Bryce has supplied the committee? 

Mr. Drew: Just to keep it in some sequence I would like to go back to this 
question I asked because I do not think the answer given by Mr. Bryce was in any 
way inconsistent with the situation. For instance, we were discussing yesterday 
the possibility of determining just how much is spent on advertising and pub- 
licity and: different things of that kind and at that time I pointed out to him 
that different terms are used and that there is a different division in different 
departments in connection with this. Just as an example, let us take the 
Department of Trade and Commerce, item 246 on page 52, where you have 
publicity and advertising in Canada and abroad, $201,315; then in the case of 
Transport at page 64 you have— 

The Cuatrman: I do not see that as a preliminary question to a detailed 
study such as has been proposed by Mr. Thatcher. If we were to go on into that 
we would lose ourselves. With all due respect, Mr. Drew, I think we should 
proceed in an orderly fashion and if we are going to study this report we should 
consider it item by item and when we come to the item relating to advertising 
you could bring that matter up then. 

Mr. Drew: That occurred to me as being a good example and I just wanted 
to cover it at this point. 

The CuarrMan: I think it would be better if you waited until we reached 
that. | 

Mr. Drew: Very well, Mr. Chairman. 

Mr. Tuatcuer: I move that we go into this in detail now. 

The CuHairMAN: It.is moved by Mr. Thatcher that we go into a detailed 
study of this memorandum calling the items in order as they have been presented 
to us. 

Mr. Benipicxson: Mr. Chairman, before we go into any detailed discussion 
of these items is it fair and proper to ask in a general way which of these items 
is statutory and which are subject to discretion or perhaps I should say vote? 
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The CHAIRMAN: That would be an entirely different subject and I think we 
. should first deal with the memorandum which is before us. You see, I cannot 
treat one member any differently than another and I asked Mr. Drew to with- 
draw his question until the item to which it relates is before us. 
Mr. Fraser: I would like to deal with that in a general way first. 
The CHAIRMAN: All right, let’s have your question. 


By Mr. Fraser: 

(. Is it fair to assume that this summary covers every item in the esti- 
mates, that they are included under these headings?—A. In one place or another, 
sir, they are all there. 

Q. They are all here?—A. Yes. 

Q. Then we have advertising here, that covers all the advertising that was 
done during one year?—A. Well, sir, as I indicated at the time I introduced 
this table, there may be some small amounts of items in various categories here 
that are not appropriately placed. For instance, if you take materials and 
supplies in some of the small votes they may be under headings for materials 
and supplies and they may be in sundries or small amounts voted in that way. 

Mr. THatcuer: On a point of order, Mr -Chairman, I had a motion which 
I think should be dealt with. 


The Cuairman: Yes, I think that was quite fair. The matter to which | 


Mr. Fraser is now referring should be dealt with when we reach the item on 
advertising. 


Mr. ‘Fraser: I just wanted to get it straight that this was all covered in 
the estimates. 


The CHAIRMAN: That has been answered. 
Mr. Fraser: Yes, it has been answered. 


The Witness: It will come out in the individual items, I think, as we go 
through them. 


The CHarrMAN: And the details are the details of the amounts for the 
year mentioned. 


The Witness: All the items are accounted for somewhere in these categories. 


The Cuarrman: If Mr. Thatcher’s motion carries let us go through this 


memorandum by items. 

Mr. Benipickson: Before we come to that is it not proper that we should 
know which of these items are statutory items and which are not. 

The CuairmMan: Your suggestion is to differentiate between the statutory 
and non-statutory items? 

Mr. BENrIvIcKSON: Yes. 

The CuatrmMan: Let us deal with that question because it has a direct 
bearing and I think it might be answered now. 

The Wirness: Well, sir, in regard to that I should say that we have picked 
out most payments of that kind and indicated them separately; for instance, 
there is the statutory payments with respect to family allowances, those are all 
given under one heading. 

The CuHairMan: I think, if I may say so, that Mr. Benidickson’s question 
was more general than that, can you give us the details as to which of these 
items are statutory items and which are non-statutory items? 

The Witness: No, some of these are statutory and some are votes. 

The Cuarrman: If that motion is carried? | 

Some Hon. Memepers: Carried. 

The CHAIRMAN: Let us go into a study of this submission in detail. 
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Mr, Lanciois: You mean to take it paragraph by paragraph? 
The CHarrman: Yes. No. 1: Civil Salaries and Wages. 


By Mr. Drew: 

Q. In connection with that first item, that would. comprise all the salaries of 
_ every one of the departments for administrative purposes; in the case of the 
a Department of National Defence where a great deal of the administrative work 
is done by men in uniform, where would that be allocated?—A. That would be 
in No. 3, sir; Pay and NL Gn Be Forees and R.C.M. Police. 
Q. So that we would not have all the administrative cost in this item No. 1 
- with respect to the Department of National Defence, part of that administrative 

cost would be shown in the heading in section 3 w hich covers the pay and allow- 
ances for defence forces?—A. Yes. sir. 

The CuHatrmMAn: Do I understand, Mr. Bryce, that you still have in the 
estimates the details department by department of the figure which comes under 
_ this general heading. 
| The Wirness: Yes. 

Mr. Stncuatr: Alternatively, all the civilian employees of the Department 
_ of National Defence would be shown there in that item 1, Civil salaries and wages? 
The Witness: In 1, sir; and you will see from the explanatory note there, 
in the last few lines, that there are certain items of salaries that we have not 
been able to put there, that we have not been able to dig out. There are some 
small votes that may provide for salaries under other heads where salaries are 
relatively unimportant; and the Film Board production and distribution staff 
salaries are listed under the cost of film production in item 7; and the salaries 
of those employees of the Canadian Broadcasting Corporation paid out of the 
_ moneys voted for international broadcasting are included in the item No. 7. 
Mr. Ritey: Do you make provision there to show the deficits of the 
- operations of such things as Crown companies? 
The Witness: Where funds are provided in the estimates to cover the 
deficits or other requirements of Crown companies they would be reflected in 
these figures because, as I say, all the sums provided in the estimates are 
- covered under one heading or another here. 
Mr. Ritey: And where they would be appropriated they would be found 
in item 30 or item 31? 
The Witness: Some of them are. You will notice there is a table on 
page 9 of the memorandum there and an explanatory note giving some of the 
larger items that are included in item 30. 
Mr. Ritey: Oh yes. 
The Witness: Take for instance there the administrative portion of the 
Canadian Arsenals item, there would be certain salary costs involved in that. 
Mr. Buve: What about surveys, survey parties sent out by the Geological 
Branch of the Densrtment of Mines and Resources, for instance. Would we 
find that in item 9? 
The Wirness: No. The reason for that is that in the votes—if you will 
look at those under mines and ‘technical surveys—you will see that the cost 
of certain of the employees on survey parties is cov ered in the general item for 
survey parties, but we do not know in advance just exactly w hat that is going 
to be. 
. Mr. Browne: This Mines and Resources item for technical surveys includes 
the cost of the survey parties? 

The Witness: Perhaps not quite, for instance the item of expense. The 

estimates are made in advance. They cover plans as to the surveys that are to 
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be undertaken and what it is proposed to do. You cannot tell precisely whom 
you are going to employ on your survey party or what its precise cost is going 
to be. You anticipate, in the light of experience, that it is going to cost you 
let us say $5,000 or $7,000, but you cannot tell, let us say, in September the year 
before just what that cost will be, how much of that $5,000 or $7,000 is going 
to be paid for wages and how much will go for materials, supphes and so forth; 
but from our experience with survey parties over a number of years in a certain 
area you can arrive at an approximation of what it is likely to cost. That is 
an illustration of a case where it is not possible for us to go. into too great detail 
in submitting the estimate. 

Mr. Browne: You do not insist on being supplied with that? 

The Wirness: We do in the major cases but when you get down to a 
certain degree it is not worth carrying it any further; and it is not lke 
analyzing the public accounts after the transactions are over: then you know 
exactly what they are. 

Mr. RicuHarp: They are small votes. 

The Witness: Small items within votes. 

Mr. Srneuatr: Is it not also true that in the case of the geological surveys 
the head of each party is usually a permanent official, and the distribution of 
his wages would be a different matter from the dis stribution of the wages paid 
to university students who would be assisting him, and so on, but all the 
salaries would be lumped into the cost of the survey? 


The Witness: Yes sir, that is my understanding. 

Mr. Browne: Is it true that the head of the survey usually is a per- 
manent employee? 

The Witness: In most cases, but not necessarily. 

Mr. Sinciatr: You usually have an experienced geologist take the party 
out and make surveys of that kind. 

The CHatrman: Any further questions on item No. 1? 


Item 2: Allowances—civilian. 


By Mr. Drew: 

Q. What exactly is that term, Mr. Bryce?—A. Well, sir, it is described im 
this material here. There are various types of allowances paid for various 
purposes. In northern Canada, as an example, we pay certain employees 
allowances because of the difficulties and extra costs of living and working in 
the north. Many employees get certain allowances for the extra cost of living 
abroad. Then, the railway mail clerks get a certain mileage allowance in 
addition to their salary to cover the costs to which they ‘are put because of the 
nature of their work and because they will be away from home a proportion 
of the time. 


Mr. Fraser: Does this also cover exchange on salaries paid to employees 
in the states? 

The Wirness: No sir, that would be under No. 1; but that item would 
include exchange on the allowances paid in foreign countries. 

Mr. Ritey: What about this special stenographic allowance? 

The Wrirness: That is an allowance that was paid to stenographers over a 
number of years as an inducement to girls to take training for stenography. For 
a time they got an allowance over and above their salaries, recommended by 
the Civil Service Commission for that particular purpose. 


Mr. Jounsron: Is that being carried on now? 
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fe ‘ The Wires: I think that it was discontinued some months ago. 
‘The Cuamrman: Item 3: Pay and Allowances—Defence forces and R.C.M. 
ia Police. ; 
oe ‘Mr. Fraser: On this item, does that apply only to persons in uniform? 
What about the civilian employees of the department, does it apply to them? 
- The Wrrness: That applies only to those in uniform, members of the 
forces as distinct from civilians. 
ie - Mr. Lanetotis: You said that civilians were included in No. 1? 

¥ The Wirnegss: Yes, sir. 
' Mr. Rirey: What about the R.C.M.P.? 
ig The Wirness: We had to reduce this to a reasonable number of items nd 
we just grouped them because their pay and allowances are in many respects 
_ similar in nature to those in the armed services. I should point out, that, of 
- course, this grouping here by objects of expenditure was not intended to reflect. 
_ the purpose for which the expenditure is concerned but only the type of expen- 
 diture itself concerned. 

ay Mr. Laneiois: What about these other fellows we see around in uniform 
_ who are apparently working in government buildings, they do not belong to the 
_R.C.M.P. and they do not belong to the army, they are, what do you call 
By wem— 
_ ‘The Wrrness: You refer to the Corps of Commissionaires? 
a Mr. Lanctots: Yes. 

The Wirness: They are included in item No. 4. 
: Mr. RicHarp: They are not members of the forces and they are not public 
servants either, are they? 
The Wirngss: No. 


Mr. Fraser: Do you make an adjustment in that for payments you receive 

- from the provinces for services supplied by the R.C.M. Police? 

The Wirness: That is not shown there but it is credited to revenue. 

Mr. Jounston: As I understand the arrangement the dominion pays the 
entire expense of the R.C.M. Police and the provinces reimburse the federal 
- government? 

The Witness: Yes, sir. 


By Mr. Robinson: 
Q. What about travelling allowances for army personnel? Would that 
_ appear-in item 3 or item 5?—A. I think, sir, if it is a per diem allowance for 
_ travel particularly it would appear in item No. 5. 
a Q. What about warrants issued to members of the forces for travelling ?— 
A. I think that would appear in item 5 also, sir. 
>  Q. It is covered by 5?——A. It should be, sir. 
a Q. But you are not sure about tates At I am pretty sure that is where it 
is. I cannot think of anywhere else it would be. 
| Mr. THatrcHer: Where would you look for let us say nurses employed 
‘in the veterans hospitals, would that not come under some item like No. 19 or 
No. 20? 
q The Wirness: We are trying here to select the types of payment and 
i we have tried to group in this item all those who are paid in the form of 
_ professional fees. 
. Mr. Ritey: What about Crown Company deficits and so on, would that be 
in this item? 
61731—2 
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The Witness: They would probably be on isin own, Sir; they are in theory : 
self-financing I believe. 


By Mr. Thatcher: 


@. Can you tell me how much of that is for legal services?—A. I am sortyet 
I cannot tell you that without making further investigation. 

Q. There is an item there for accounting, what kind of service would that 
be?—A. That would be where a department might retain an accountant to — 
examine the accounts of a company, perhaps, which was fulfilling a contract or — 
something where certain information might be required and the Comptroller of | 
the Treasury would retain an outside accountant on a fee basis. That is what — 
would appear here. i” 

Mr. MacponneEtL: Would that include the people who came in to examine ~ 
the Film Board? 

The Wirness: If that had been specifically provided for in the estimates — 
that is where it would appear, sir; but I do not believe that it was anticipated at — 
the time last year’s estimates were made up so I would not like to say that it © 
was in there. 


By Mr. Thatcher: 


Q. That item 4, Mr. Bryce, is largely a grouping of technical services items — 
and I see it includes a considerable amount for legal fees; would there not be — 
the possibility of making a considerable saving by using lawyers i in the Depart- — 
ment of Justice more extensively and using outside services to a lesser extent; © 
I mean, is that possible or it it not?—-A. That is a fairly detailed question, sir, — 
and I hesitate to express an opinion on it. Naturally the Treasury wants to d 
see use made of our own staff rather than incur extra expense in the hiring of © 
outside staff. : 

Q. It would look as though there were quite a substantial amount, over a 
million dollars paid for legal services; isn’t there a possibility that we might be _ 
able to use some of our own lawyers for that work?—A. I hesitate. to express © 
an opinion offhand on. that. 

Mr. RicHARD: The Department of Justice deal principally with government — 
work but there are a lot of cases in which the government has to retain outside 
counsel to conduct special cases for them; and at the salaries they pay they | 
can hardly expect their staff men to take on work of the kind involved. 4 

Mr. TuatcHuer: It occurred to me that that might be a chance where some — 
economy could be made. f 

The Wirness: These are ‘by no means all legal fees. ‘There are large fees — 
for example on various kinds of engineering work. 4 

Mr. Lancuors: I see here you have a division under the heading of 
accounting, that would cover accountants whose services were required, for 
example in connection with the work of the Prices Committee? y 

The Wrrness: If there was a special provision made for it in the estimates; 
but, again, that amount may not have been known when the estimate was pre- 
pared. As I pointed out earlier, this has not been made up, these figures have 
not ‘been based on the records of expenditures but rather from the plans for the 
estimates. | 


The CuHarrMan: Item No. 5. Travelling and Transportation Expenses. 


By Mr. Fraser: 


Q. In this item, Mr. Bryce, would this cover let us say the trip of the 
Minister of External Affairs to Ceylon?—A. Yes sir, it should cover that. 
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— Q. Well then, how do you show the $16,000 cost—that works out at about 
$1 per mile—and T see that External Affairs only paid one-half of that $16,000; 
_ what do you do with the other $8,000 balance?—A. I assume, sir—I do not 
have know ledge of the details of that transaction—I assume that the total cost 
is of operating the plane was borne in the first instance by the R.C.A.F. and that 
the Department of External Affairs reimbursed them for the agreed portion of it. 
§ (). Do the other departments do the same thing in connection with accounts 
q of this kind?—-A. We have in a few places provided © in the estimates for the 
- reimbursement by one department to another in the case of an operation of that 
4 general nature but we do. not have any special categories in our votes for that. 
: Q. What I am getting at is this: take the Prime Muinister’s travelling 
_ expenses and his private car, would you have a special account for that? 
a The CHAtRMAN: You mean is there any provision made in the estimates for 
_ that? We are on the estimates, not on the public accounts. We will have the 
experts here to tell us about that later on. 
b, Mr. Fraser: I am asking this question on the estimates, I want to know 
if there is an item for that in here. 


: ~ Mr. Lanauois: But you are dealing with public accounts. 
: Mr. Fraser: No, with estimates. 
The CHaiRMAN: Let us see if there is an item covering that. 
f Mr. Fraser: That is what I am interested in and I do not seem to be able 
to find it. 
The Witness: In vote No. 487 under Transport you will find specifie provi- 
4 sion for expenditures in connection with the operation of special railway cars 
] which come under the jurisdiction of the department. 

Mr. Fraser: Did you say in vote 487? 

The Witness: Yes, and the breakdown of that in detail is on page 297. 


By Mr. Thatcher: 


Q. I wonder if Mr. Bryce could say how the various travelling allowances 
- are determined; I mean, are there fixed rates for army officials or fixed rates for 
- civil servants; are they given so much per day?—A. It varies, sir, as between 
_ the different services. Are you speaking of civil servants or army personnel? 
_ The ordinary civil servant is reimbursed for his expenditures. 

. Q. For his actual expenses?—A. For actual expenses if they appear 
~ reasonable; and in the case of the armed services, they usually have per diem 
rates for most of their personnel. 

Q. Mr. Bryce, just looking at this figure, would you not think that very 
substantial? The reason I ask that is this, I have noticed since I have come 
_ here, which is not so very long ago, that when some of our officials come here 
_ to Ottawa they go to the Chateau and sometimes they have one room or they 
- may have a whole suite. There may be some reason for that. If they want 
- to live in luxury of that kind that is their privilege but I wonder if the taxpayer 
- should be paying for it. 

4 Mr. Ricuarp: I understand that would be contrary to regulations and 
instructions. 


Mr. MacponneLu: Dou you know of any cases of that kind? 


Mr. THatcHer: I am not going to name any special instances because it is 
4 their privilege. I notice from time to time when they have occasion to go across 
e the country they all have the best drawing rooms. That may be necessary, but 
_ you have got hundreds of thousands of people who are travelling and they all 

do that and it seems to me quite a bit of money could be saved in that respect. 
And another thing, if a civil servant or some high army official wants a dinner 
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I think it should be paid for, but I think if he wants to ities a dinner in hie 
suite of rooms at $10 or something of that order, then I do not think the texpavery ri 
should be charged for that and there should be some check on that; and I was 
just wondering from what I have seen Nuss Ottawa whether you do have a 
check on that. — w 


yy 

The Witness: I should perhaps point out first that for the civil servants — 
there are quite elaborate travel regulations under which their payments are ~ 
subject to very careful scrutiny; the regulations are passed by order in council | 
and cover many types of cases; and certainly they do not contemplate a civil — 
servant having a suite of rooms at hotels or using drawing rooms and such on ~ 
trains. 


Mr. Tuatcuer: Are there any suites down here in the Chateau which are a j 
permanently reserved for civil servants? 4 


The Witness: Not to my knowledge. 


Mr. RicHarp: My understanding is that these civil servants are limited to a 4 
certain amount of money every day. 


Mr. TuHatrcuer: Then am I to take it that if they occupied a suite ihe . 
would have to pay the bill themselves? ag 
Mr. Ricuarp: I understand they are subject to regulation. o 
The Wrrness: The regulations do not contain the specific limitations as tos “3 
the amounts, but any department may impose its own limitations on their own | 
people with respect to travelling expenses. on 


The CHamrman: May I interject just one word? In my experience in the ~ 
Department of Justice as private. secretary, I was limited in my expenses to 
paying $5 a day for a room. This limitation was not put on by a government 
regulation, it was a rule of the Department of Justice. Breakfast was not to cost — 
more than a dollar at that time—that was over twelve years ago—and luncheon © 
was not to cost more than $1.25 and dinner not more than $1.50. I was not ~ 
allowed anything for tips or for a porter or redcap to carry my bags. If I did — 
pay these items I had to pay them out of my own pocket. If I took a suite anya 
where I would pay the balance myself. ie 


Mr. Drew: Is there any such limitation as that at the present time? 


The Witness: I could not say what the limitations are in individual — 
departments. A 3 


Mr. Ritry: Is it not true that an expense account is submitted to close 
scrutiny by the Treasury Board? 4 


The Wirness: The expense accounts must first be examined and recom-_ a 
mended by a responsible officer of the department concerned, where they may ~ 
impose whatever limitations they see fit to impose. They are then passed ‘7 
Treasury officers who see to it that the accounts are in accordance with travel — 
regulations or such other general policies as are laid down. So, you see, they 
have to conform with both the departmental direction and the travel regulations, J 


By Mr. Johnston: 


Q. Is there any schedule of travelling expenses?—-A. We have not done q 
that with civilians, although we gave it considerable study, because once you 4 
set a schedule you may later have to take into account unusual circumstances in — 
certain cases that do not fit within that schedule. It is quite different from the | a 
ordinary problem if you have one of the directors of the Department of Trade 
and Commerce going to Washington for a day or two. He may have to live at © 
an expensive hotel there and incur taxi fares and such getting to and from 
meetings. . 
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(. The reason I asked that is that the chairman indicated when he was 


~ with the Department of Justice a certain schedule was allotted—A. That is 
according to the directions of the department. 


(. Does a department have a schedule?—A. Some departments may have 
even elaborate schedules that apply to the types of trip or types of problem 


~ involved. 


_ Mr. THarcuer: Is that not one item where we might get down to some- 
thing tangible and set up standard travelling expense allowances? I am con- 
vinced that some of these travelling expenses are running wild. 

The CHAIRMAN: Would you supply us with your categories of people whose 


travelling allowances could be standardized? 


Mr. TuHatcHer: I do not presume to tell you how that could be done, but 


- some kind of standards could be set up, and I think that is a reasonable request 


ee es 


that could lead to some economy. 

Mr. Stncrair: I would like to add a few words about that. I do not know 
of any civil servant who has travelled in recent years who has not lost money ini 
doing so. I was over to Europe recently and I was accompanied by a staff officer 
of the Department of Finance. For every single item of expenditure he made 
he had to have a receipt. 

Mr. THatcuer: That is as it should be. 


Mr. Sincuatr: Yes. But in more than one country that we were in we 
could stay only in the allotted hotel in that country. Meals cost from $8 to 
$12 a piece, and the only way this civil servant could protect himself was to 
actually take home menus to show that in this hotel he hhad to pay that amount 


for meals. In that same country unless you had a ration card, you could not 


buy food in the stores. 
Mr. TuHatcHsr: That is an exceptional case. 
Mr. Stncuatr: More than that, I have also come in contact again and again 


' with civil servants who have gone on trips—and that is the second point, there 
is an attitude prevailing that civil servants like to go on these trips. I would 


compare that to members of parliament who might like to do a lot of travelling 


on their passes but this only lasts for about three or four months and from 


then on they actually do a minimum of travelling. I think the same is true 
about civil servants. They are not overpaid and when one submits his expense 


account there are many times when the accounts are turned back and money is 


lost on them. Certainly, the reaction in our department—it may be that being 


_ the Finance Department, we have to be more rigid than in other Departments— 


but there is a real dislike of going on these trips because of that. The system 
used in our department is the system detailed by Mr. Bryce that a civil servant 
returning home will submit a list of every item, what each meal costs and the 
cost of the hotel room. This is submitted to his own department and from there 
it goes to the Treasury for scrutiny. I think it is a most unfortunate thing for 
the member from Moose Jaw to suggest—I know he is living in the Chateau 


Laurier himself—that civil servants are living in the Chateau Laurier at 


government expense. 

Mr. TuatcueEr: I am not there at the government’s expense. 

Mr. Stncuair: The government gives you an expense allowance of $2,000 
a year, tax free to cover that. 

Mr. Tuatcuer: I cannot afford to buy a house in Ottawa as the parliament- 
ary assistant has done. 

Mr. Stncratr: I think it is most unfortunate that the member for Moose 
Jaw should try to give the impression today that our civil servants are living 
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in great suites at the Chateau Laurier and wining and ate at $10 a. meal. ot 


i think he should name these civil servants if he knows of any. 


Mr. Drew: Let us stop this nonsense right away. We are meeting here 4 
for suggestions on how to improve the estimates and I do not think any questions _ 
that are asked should be considered to have a sinister motive behind them. If _ 


that is to be the attitude here this committee might just as well stop meeting 
right now. The remark made by the parliamentary assistant is improper. We 
have a right to ask questions without any motive being imputed to them. 


The CHAIRMAN: We have never denied anybody the right to ask questions. 


The parliamentary assistant expressed the thought that casting aspersions was 


not the thing to do. 

Mr. TuHatcHer: At the outset I said I was not naming any civil servants. 
Mr. Chairman, I am here to try to get information. Maybe what the 
parliamentary assistant says is correct in 99 per cent of the cases of civil 


servants, but I say that the taxpayers of Canada should be protected and that — i 


there should be standard travelling forms for the one per cent who may be 
taking advantage of things. 
The CHAIRMAN: We all agree with that. 


Mr. Laneuois: In this example you gave, Mr. Thatcher, without mention- 3 


ing any names, of civil servants staying at the Chateau Laurier, are you sure 
that their expenses are being pay by the government of Canada? We have 
newspaper men here reporting these proceedings and there will be newspaper 


reports on them, and I think for that reason this should be made clear dq 


immediately. 

Mr. Drew: Mr. Chairman— 

Mr. Laneuois: I would like Mr. Thatcher to answer that question. 

Mr. THatcuer: I would like to make an investigation. 

Mr. Lancuots: So you are not sure. 

Mr. THATCHER: I am not sure but I have reason to believe that eae: are 
paid by the taxpayers. 


Mr. Drew: Let us look at the situation. There are surely no aspersions — 


cast on the members of the civil service if a question is asked with regard to 


a particular thing. We must remember by what has already been stated here — i 


that there are a great many people being employed who are not members 
of the civil service and there was nothing in the impression right or wrong 
that might relate in a single case to a member of the civil service. To combat 


this, the memorandum shows there are people here covered in the item for 


professional and special services which amounts to $17,258,000. Those people 
stay somewhere and if there are any provisions at all it may well be there are 
some provisions for those people who are employed under special circumstances 


of that kind. I am not holding a brief for one member or the other, but Ido _ 


think if a question is asked in regard to it, it should relate to a particular thing, 


and the question should relate back to item No. 4, professional and special 
services and I ask Mr. Bryce if those who are employed in that way, such as — 


lawyers, accountants and others would come under the same provisions as 
civil servants if they were staying at the Chateau Laurier or any other hotel? 


The Wirness: I may say that members of royal commissions and such get 
on occasion their travelling and living expenses. The circumstances will differ 
from case to case, however. Sometimes they get a per diem allowance to cover 
their expenses and, if they get that, where they stay is up to them. They will 
bear whatever cost is involved. In other cases, they may submit their expenses 
in accordance with the normal regulations. 
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The CHAIRMAN: Could you tell us what those per diem allowances amount 


¥ to, generally? 


The Witness: They vary considerably with the nature of the commission 


_ but it is quite true there are a great many. of these people who may be reimbursed 
_ their expenses or given a per diem allowance. 


Mr. JoHnston: What is the variation in these per diem allowances? Do 


_ they vary from $5. to $75 per day? 


The Wirness: I would hesitate to say what they are, but for judges serving 
as chairmen of conciliation boards they may run up to $40 or $50 a day. 

Mr. TuHatcHer: Living expenses? 

The Witness: Covering all their living. I should point that when a man is 


~ paid so much per day, that is fully taxable under the income tax law. 


Mr. Stewart: He has the right to show his expenses against that amount? 

The Witness: It depends, sometimes. 

Mr. Laneuors: Let the expert answer. 

The Wirness: The expenses are sometimes accountable up to a set amount 
and in other cases they are not accountable. Where it is not accountable, and 
it is a per diem rate then it is taxable. 

By Mr. Stewart: 
Q@. Let me understand this a moment: suppose I were acting on a royal 


- commission and got $25 a day allowance, I would be taxable subject to a 


deduction of the expenses?—A. No, sir, if you are allowed your actual expenses 
not to exceed $25 it is not taxable. But if you get $25 a day and there is no 


limitation of the amount to the costs actually incurred and accounted for then 
that $25 a day is taxable under the Income Tax Act. 


Mr. Fraser: It is just a case of the wording is it not? 
The Wirness: That is right, it is the wording and substance of the 
arrangement. 


By Mr. Thatcher: 


@. What would the rate be for judges?—A. It is not uniform. There is 4 
rate for judges under the Judges Act, specified by statute, and I think where 


it is covered by statute it is not taxable. 


Q. I do not know whether I should put a motion or not but can we get 
from the pertinent officer information as to the travelling regulations existing 


in the various departments today and then we can determine if it is feasible 


or not to standardize them. 

Should I make a motion to that effect? 

The CuHairMAN: We will bring before the committee whichever official 
you want. 

Mr. THatcHer: I do not know which one is the pertinent one. 

The CuHairMAN: What information do you want to get? 

Mr. THarcurer: Someone to give us the regulations in each department as 
to travelling expenses. 

The CHAIRMAN: We will pursue that and bring the proper official before us. 

Mr. Lancuois: All these travelling expenses are subject to the treasury’s 


_ approval. 


Mr. Macponnewu: In these cases of special allowances, are a man and wife 


_ regarded as one from the point of view of travelling expenses? 


The Wirness: It only covers the man. 
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The CaarrmMan: Any further questions on travelling and transportatioz 
expenses? ey 


By Mrorraser: 37 

Q. On these travelling expenses, I cannot find any place a breakdown 

of what cabinet ministers or anyone else spends on travel?—A. That is in the © 

public accounts. It is the usual thing in the public accounts to show travelling — 

expenses. a 

Q. But it just gives a lump sum for the whole department ?—A. No. For’ 

instance, if you look in the public accounts for this past year at page M-66, 

you will see the travelling expenses for the various employees of the Lands and | j 

Development Service Branches. You will see there a list of travelling expenses — 
paid or reimbursed to each individual. 

@. Yes, but that does not cover ministers?—A. Well, if you would find — 
the item that is appropriate to the minister— Sg 
The CHAIRMAN: Again, we are drifting to the public accounts. You must 
remember we are dealing with estimates. 


By Mr. Fraser: 


Q. All right then, where is it in the estimates?—-A. In the estimates, normally 
in the departmental administration items there would be provisions for — 
travelling expenses of employees covered by that vote and the minister. 

Q. That is all lumped?—A. It would be lumped. . a 

Q. That is what I was trying to find out. How can we “unlump” it?-7 

The CHairMAN: We find out after it is spent. oF 

The Wrrnrss: They cannot say in advance what travelling expenses are 
going to be in detail. They make a reasonable forecast. he 

Mr. Srewartr: On page M-10 in public accounts, we see an item there, 
Hon. J. A. Glen, travelling ea $500 and Hon. J. A. MacKinnon, tra velling 
expenses $2,075. 

Mr. Cavers: The same thing appears in J-4. Ag 

The CHairMAN: Any further questions on the item travelling and transpor- — 
tation expenses? a 

Mr. Drew: Just to round that out. The question seemed to be directed in — 
an attempt to find out some way in which there could actually be an effective — 
supervision of travelling and transportation expenses and to give some know- _ 
ledge to the members of parliament as to whether it is being exercised. With — 
that in mind would it not seem to be a good business arrangement to have a 
uniform standard of supervision of travelling and transportation expenses which 
would apply to every department? - 

The Wirness: Well, sir, we have these uniform regulations but when you q 
are judging what is reasonable it 1s necessary to exercise a discretion which we — 
decentralize to the department. It is not exercised centrally because it is an @ 
enormous operation. There are thousands of civil servants travelling each week. 

Mr. THarcHerR: That is the point. | 

The Wirnsss: It is necessary for some one in each case to decide what is — 
reasonable in the circumstances there. ; 


By Mr. Macdonnell: 


@. With regard to special cases——A. That is right. But it may be that — 
for the large numbers of agriculture inspectors, fisheries inspectors and guardians 
and people of that sort you can have uniform regulations, and I think the — 
departments normally set uniform standards. But if we set a standard high — 
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enough to make it possible for travel in certain circumstances we might set a 
‘figure that might be a target to which one might work up. We have to be 


careful of that sort of thing in order to avoid setting a standard that permits 


more certain circumstances than is justified. 


By Mr. Drew: 


Q. During the last fiscal year, by way of illustration, can you recall any 
particular case where travelling expenses presented to the Department of 
Finance by any department have been reduced?—A. The comptroller of the 
treasury would have presented to his treasury officers working with the various 
departments thousands and thousands of accounts and I have no doubt quite 
a considerable portion of them might be reduced in one or more particulars. 

Q. Can you speak of any now?—A. Well sir, I am not responsible for the 
normal scrutiny of these, that is the duty of Mr. McIntyre, the comptroller of: 
the treasury, whose officers audit these accounts before payment. Now, there 
come to the Treasury Board occasionally some special problems or special cases 


that do not fall under the regulations and it is necessary for the ministers 


to consider if the circumstances justify authorizing certain exceptional expenses. 

The CuHarrMaANn: I think the comptroller of the treasury should be the person 
to answer that. 

Mr. Fraser: I was told to look on page M-10. 

The CHarrRMAN: We are still on estimates. 

Mr. Fraser: We are still on estimates. Referring to External Affairs it does 
not show any travelling expenses in the public accounts. 

The CHatrMAN: We are not dealing with that. We are dealing with the 
proposition to submit to parliament a functional classification of estimates as 
suggested by Mr. Drew. When we get to puplic accounts, you can ask any 
question you want. 

Mr. THatcHerR: It seems to me Mr. ‘Bryce made a very significant. state- 
ment when he said thousands of civil servants are travelling, and it seems to 
me that for that very reason it becomes necessary to have standard travelling 
forms set up. I would like to ask Mr. Bryce whether the Canadian National 
Railways or the Canadian Pacific Railway make ‘any concessions to civil 
servants who are travelling. Do they get a rate or do they pay the full fare? 

The Wirness: I do not know of any concessions but there may be some 
in some instances that I would not know of. 

The CHatrMAN: Is it in order to proceed to item No. 6? 

Mr. Browne: Are passes issued to civil servants charged up to government? 

The Witness: There are few civil servants who get passes. 

The CuHarrMAN: Passes to members, Mr. Browne, are issued under the 
Railway Act as of right and they are not charged to any department of the 
government. 

Mr. Buve: Does that apply to members’ wives? 

The CHAIRMAN: These ‘are courtesy passes issued free of charge by the 
railways. 

Mr. Fraser: Suppose that a man in my town would get a warrant of the 
department to the railway company for his ticket. The department does not 


, “buy the ticket? 


The Witness: I believe the normal practice for civil servants is that they 
purchase the tickets and are reimbursed, or they get a cash advance and have 
to account for the advance. I think warrants were used by the service personnel, 
not for civil servants. 
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Q. I thought that in the different departments there was just a slip issued ag 


that had to be presented to get transportation?—-A. There may be in some cases. 


I would not know about the. mechanics of that. ae 
The Cuatrman: Are the members satisfied on this item for the moment, 
pending Mr. Thatcher’s request to question the comptroller of the treasury? 
Mr. Fraser: I would not say satisfied. 
Mr. Laneuois: We do not expect that. 
The CuairMAN: Item No. 6: ‘Materials and Supplies.” 


By Mr. Drew: 
Q. Under materials and supplies which reached an estimated total in the 
coming year of $76,500,000, has any consideration been given to the advisability 
or otherwise of having one central purchasing agency for all supphes of this 


kind?—_A. I know the matter has been considered at one time or another but — q 


I would not be able to say what is in the government’s mind. 

@. I understand you cannot discuss matters of policy, but the matter has 
‘been given consideration, has 1t?—A. It has at various times but I could not 
tell you when it was last under consideration by the government because I. 
might not know. 


@. At any rate at the present time there is no central purchasing agency to | a 


deal with supplies of this kind?—A. The King’s Printer acts as a central pur- 
chasing agency for the type of supplies specified in the appropriate statute. 
The Canadian Commercial Corporation, of course, is the purchasing agent for 
the Defence Department. 

Mr. Macponneui: And was that done mainly because of the huge amount 
of war expenditures? Wasn’t that the reason? 

The CHAIRMAN: That is also a question of policy. 

Mr. MacponNngELL: I assume it did, as a matter of fact. 

Mr. Lancuors: I was referring to the C.C.C. 

The Witness: That emerged out of Munitions and Supply, then Recon- 
struction and Supply purchasing function. 

Mr. Lanciors: What Mr. Drew was referring as I understand it, was 
a central purchasing agency similar in nature to the Canadian Commercial 
Corporation. 

Mr. Drew: No. In the ease of large corporations, whether publie or private 
you usually have a purchasing department. The Canadian National Railways 


for instance, has a purchasing department and so does the Canadian Pacific — a 


Railway, and each has a vice president in charge. I do not know ‘of any 


industrial or other enterprise which has not a separate purchasing department _ | 


with an official in charge of it. I was wondering if that might not be a sound 
procedure for the business of government. 

The Wirness: That is the case, of course, in our larger departments | 
where they have such purchasing departments. 


Mr. Lanouois: That is the case in Public Works, but I do not know 4 


where you have these purchasing departments. 


The CHAIRMAN: It means the pooling of all your purchasing under one 
agency. 

Mr. Drew: Let me elaborate my point.. For instance, you have the 
Department of Public Works. You have a purchasing agency or branch within 
that department. In the case of National Defence, buildings, for instance, 
of a very similar nature are built there but whatever purchasing was done would 
be done in that department, so in that case the materials purchased would be 
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precisely the same materials; or it might be the Department of National Health 
_ and Welfare who would be building a hospital or a building of that kind; or it 
_ might be the case of the Department of Agriculture if they were building various 


buildings; my point, Mr. Bryce, is, as I understand it at the present time, 
that while there may be purchasing done through the purchasing unit within 
the department, supplies of precisely the same kind would be bought by separate 
departments without any attempt to centralize that purchasing as would be the 


case in large business organizations. 


The Witness: With the exception of the Printing Bureau there is no case 
of supphes being bought by a central purchasing agency to my knowledge. 
Mr. Lanciois: In the case of the Department of National Defence, to 


~ develop this a little further, all purchases for them are made by the Canadian 
Commercial Corporation; isn’t that the fact? 


The Wirness: Again, subject to those items dealt with by the King’s 
Printer. 7 
Mr. Laneuots: Yes, but that is the only exception. 


Mr. THatcHER: I would lke to subscribe to the theory which Mr. Drew 
has put forward. In the province of Saskatchewan they have done exactly 
that, they have one central purchasing board, and they have found that they 
have saved thousands of dollars through that method of purchasing and using 
central stores. And, I have in mind what Mr. Sellar said when he was before 
us the other day, when he showed where $12,000 had been missed in cash dis- 
counts. I think a central purchasing agency for the whole of the Dominion 
of Canada might result in saving the taxpayer a good deal of money and I would 


certainly approve of that. 


The CHAIRMAN: But bear in mind the fact that Mr. Sellar also pointed 
out that the reason why that amount of cash discounts was missed was 
because of the length of time it took to check the materials and deliveries, that 


that took so much time that by the time the reports got in the discount date had 


passed. I do not know myself that a central purchasing agency could do it in 
any less time than it is now being done by the departments. 

Mr. THatcHer: Mr. Chairman, I think if the government of Canada 
were to do that—were to put in a central purchasing agency—they would be 
able to buy in volume through wholesalers, and they would be able to take 
advantage of special discounts and get materials generally at a lower cost than 
is possible under the present arrangement. I feel that the suggestion is a 
good one. 

Mr. Lancuois: The C.C.C. seems to be doing a pretty good job for the 


- Department of National Defence and I think a central purchasing agency for 


all departments would have a good deal of merit. 

The CuHarrman: That would involve the necessity of long term planning— 

Mr. Laneuors: But they could take advantage of buying in volume. 

The (CuHairRMAN: —and the materials would have to be distributed from that 
central agency; there would be necessarily the need for inspection and that 
would take some time. If you allowed for the time taken up by inspection and 
the sending of reports to Ottawa to the central purchasing agency you would 
find that it would take quite a little bit of time to check up. Mr. Sellar made 
particular reference to that point, and in that respect the present method 
was not entirely satisfactory, and that was the principal reason why these 
discounts were not taken advantage of. It is not exactly the same thing for a 
commercial company. 


Mr. Browne: We have had a central department of supply set up in 
Newfoundland. I don’t know just. how it is doing now, but I do know that they 
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have a centralized purchasing service. But one thing which does occur to me, — 
if we instituted a central purchasing agency, is that there are many times when — 
you want to buy supplies immediately at the point where the work is being ~ 
done—let us say a pound of nails or something like that—and that would have — 
to go through your central purchasing agency. One result of that would be — 


to create a lot of ill-will among your local merchants who would find themselves 


at a decided disadvantage. There are times when you have to leave things of — 
that kind to decision on the spot and to good judgment of the parties concerned. _ 


The CHairMAN: Are there any further questions on materials and supplies? 


Mr. Drew: Just on that particular point I would point out that whether 
it is paid by the department concerned or paid by the central purchasing agency 
does not change the effect of the value of the central purchasing service in any 


way. There could still be provision for local purposes to meet local needs. 


Would not that. be so, Mr. Bryce? 
The Wirnsss: I think so, sir. 


Mr. Lancuois: But through this central purchasing agency the value of — 
your service would depend on purchase in volume and your volume would be ~— 


such that you could go direct to the manufacturers. Would not that have this 
effect, that it would take away.a lot of trade from local stores and you would 
have a lot of complaints from them? 

Mr. TuarcHer: No, not necessarily. All the way from St. John’s to 
Vancouver you have your wholesalers, and as long as your central agency is 


doing the buying all they have to do is to send the order on to the point at which — 


delivery is required. 

Mr. Lanctois: That may be true, that you have wholesalers who can 
supply you from any point in Canada, but you still have the complaint which 
you now get, which is that all this buyi ing 1s done in Ontario. 


Mr: THatcHerR: Not necessarily. 
Mr. Lanauois: That was Mr. Browne’s objection as I understood it. 


Mr. Browne: Yes, the difficulty would be that you would not be able to 
purchase your supplies locally and that would prejudice the local tradesmen. 


where we have a large number of public works including wharves and bridges. 


Suppose you need an immediate repair to a wharf or a bridge, what are you 
going to do? Are you going to wait until you get authority from -Ottawa to — 
buy the supplies then go ahead and make the repairs, or are you going to make 
your purchases locally and proceed with the repairs immediately? If you had_ 


a central purchasing agency you would have to clear your requisitions through 
the central agency here at Ottawa and you would have to wait until you got 
your authority and do whatever they direeted—you might have to wait for 
them to have the supplies delivered to you, or they might in some cases direct 


you to make the purchases locally. I think the net result would be that you — 


would be building up another bureaucracy here, as Mr. Browne points out, which 
would provide jobs for a lot of people but not expedite the doing of the work. 


Mr. THatcHer: It might be a good thing to establish a number of divisional - 7 


agencies working under the control of the central office. 


Mr. Srycuam: Well, they would have to clear that through the central 4 


authority, the local engineer would not have the power to tell you to go ahead. 


As it is now we have to go to the local engineer at New Westminster, he is 
the representative of the Public Works Department, and he functions as | 
purchasing agent. It seems to me the net result would be an excessive central- — 
ization through which it would be very difficult to get effective action. ae 


oe 


Mr. Stnciarr: What it amounts to is this. Take the case of my constituency 7 


a 
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Vee Teas: I would say that I agree with Mr. Drew’s suggestion in 


ee principle, and as I understand it this central purchasing agency would function 
a efficiently and I think it would be able to effect considerable economies. I 
think we are just befogging the issue with the suggestion with respect to the 


purchase of a pound of nails or something of that kind in Vancouver and having 


a to wait for authority to make the purchase. I think you would have a saving. 
_ Im such an arrangement as Mr. Drew suggests. Take lumber, for instance. 


Mr. Prupuam: Are you going to stockpile lumber, for instance, in Ottawa 
- for distribution across Canada? 


, Mr. THatcuer: I didn’t say that at all, but I do suggest that if you had 


a _a central purchasing agency you might be able to buy your lumber effectively 
~ by being able to buy it in volume. 


The CuHarrMAN: I think lumber was a poorly chosen subject. 
Mr. Lanauots: It is a good example. 
The CHarrMANn: But it is one which is difficult to deal with. 


Mr. Drew: After all, we are asking the witness for information. I do not 
suppose we can reach a decision right off. I think it would be unfortunate if 
we got confused in our minds as to what would be implied in this; because, 
after all, the existence of a purchasing department in the Canadian National 
Railways under a single purchasing official does not mean that if they bought 
lumber im one place they would stockpile it, let us say in Montreal at the head 
office; the point is that in buying their local requirements or otherwise they 
deal with that with an experienced department, and whether they are buying 


_ lumber or anything else, in the ordinary course of events they will make the 


particular purchase at whatever point in the country they regard as being 
suitable; but they have the advantage of becoming experts in that one 


- particular job; and that would not, of course, mean that they would do a lot 


of stockpiling at one central point. 


Mr. Laneuots: I believe this whole discussion is out of order, Mr. Chairman. 
IT think the C.N.R. is a very poor example because they can purchase their 
supplies anywhere they want to and they have their own transportation facilities 
for delivery, they would carry their own goods. For that reason I do not think 
the comparison should be made. When you are discussing the transactions of 
various departments of government you have to bear in mind the fact that 
many of them operate in outlying districts where there are no communications 
whatever while the C. N.R., for instance, can buy lumber.in Montreal and can 
deliver it on their own cars to any point let us say in New Brunswick or out 
west, where it is wanted; they have their own means of transportation. 


Mr. Jonnston: If they do it by provinces why can’t they do it for the 


federal government? They do it by provinces, and by doing it they make 
savings. Alberta has its marketing board and Saskatchewan has one, and 
they must be working out satisfactorily because they are still in operation. 


I. do not see any great difficulty; if it can be done by the provinces it seems 
to me that we ought to apply the same principle here that has worked out so 
beneficially for the provinces. 

Mr. Lanetotis: I do not know how that works out: but I do know what the 
reaction is to the operations of the Canadian Commercial Corporation. There 
are many people, the smaller producers in the various parts of the country, who 
complain that everything that is bought comes from Ontario. That is causing 
a lot of concern and they resent 1t. 

Mr. PrupHam: I would just like to ask if the proposed central buying 
agency has any advantage over the common practice of calling for tenders 
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when certain services are required? Does it not ensure the lowest price and 
the greatest efficiency the system of calling for tenders? I would say that 
perhaps there are twenty departments engaged in buying goods and services. 
Someone has suggested that the provinces use organizations for their purchases. _ 
They are local agencies. The system of calling for tenders in my opinion is 
just as efficient and economical as any cumbersome buying agency which of 
necessity would require the employment of a large number of civil servants to — 
operate it. q 

The CuairMan: Now, gentlemen, I suggest that this whole discussion is  ~ 
entirely out of order. 4 


Mr. Fraser: A great deal is being done without the calling of tenders by 
government departments. 


The CuarrMan: I am sorry, we will have to call a halt to this, we have j 
been out of order for some little time now. "aN 


Mr. THarcuer: Mr. Chairman, on a point of order— 
The CHAIRMAN: We are out of order. 


Mr. THatcHer: On a point of order, Mr. Chairman: The government has — 
been asking for suggestions as to how to save money. Every time we SUSE a 
something the government members seem to take exception. p: 


The CHairMAN: No, that is not the point at all. ‘ 

Mr. Tuarcuer: Some of us have ideas and we want to give them to see if 
they are any good. % 

The CHarrMaNn: When we are on public accounts is the place to do that. At 
the moment we are considering the adv isability of adopting a suggestion made by 
Mr. Drew of having in the estimates a provision for a summary of functional — 
votes, an arrangement of votes according to a functional classification. We have — 
just received a brief from an officer of the government giving us the classification 
that had already been considered in the Department of Finance. We should ~ 
continue our study on that point to see whether it is advisable or not, and 
whether or not we should make such a recommendation to parliament; but 1f — 
we are going to open the discussion wide to a consideration of other items we are _ 
not going to be able to complete our study of this submission. It seems to me 
now that ‘we are getting more on to items in the public accounts and going into ~~ 
questions of policy. In doing that I maintain that we have been out of order, — 
and that we should limit our activities at this moment to a consideration of the 
material now before us, otherwise we will be here for a very long time. 

Mr. LAnGuois: Speaking to the point of order, Mr. Chairman, I am very 
much amazed to hear Mr. Thatcher making the objection he did because he was 
the one who referred to a study of the explanatory notes. His motion was that 
we confine ourselves to a study of this brief. 

Mr. TuHatcHer: All right then, Mr. Chairman, that is what we are doing. 

The CHAtRMAN: Certainly not. é 

Mr. Tuatcuer: As I understand the work of this committee, if we had — 
some ideas which we think were of some value they should be presented while 
we are discussing this material. a 

The CHAamMAN: We have before us the matter of deciding whether we — q 
would concentrate our attention on the report of the Auditor General or proceed 
with the study of the public accounts and we decided that we would deal first 
with the report of the Auditor General so that we would be ina position to make 
a recommendation to the minister. 


Mr. THarcuer: Mr. ‘Chairman, every time an opposition member suggests 
some way of saving money some Liberal member takes exception. 
The CuHairMAN: No, no. 


i \ 
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Mr. Lanewois: On a point of order, Mr. Chairman; the statement just 
_ made by Mr. Thatcher is one I think which imputes motives to the Liberal 
- members of this committee, and I suggest that it should be withdrawn. I do not 
a oe a moment accept the suggestion that we are restricting discussion of these 
ii) ings. | 

Mr. Tuarcuer: That is right. 


__ The CHarrman: I had to stop Mr. Fraser from going into a discussion of 
items in the public accounts and I hope I will not have to do the same with other 
cena because I cannot differentiate between members on a matter of that 
ind. 
Now, gentlemen, shall we proceed with the next item: 


4 ie “Publicity, Films, Broadcasting and Advertising.” 


‘ By Mr. Drew: 

Q. Well now, I would like to understand just what this covers. I think that 
is important so that we can have ani intelligent appreciation of what is involved. 
We have this item 7 dealing with publicity and! advertising and so on, and then 
in item 10 (a) we have printing and stationery, and I would lke to know just 
where the division line is to be drawn. For instance, I have in mind such a 
thing as the paper on which this statement is mimeographed; does that come out 
of materials and supplies, printing and stationery, or out of publicity, films, 
broadcasting and. advertising?—-A. That would be under printing and stationery. 
The paper would be stationery. Stationery is a special type of supply. It has 
not been segregated any further than that. 
| Q. Yes, I just wanted to be clear on it—A. You will appreciate there is a 
problem in the segregation of the items between 7 and 10 (a) on printing. 


By Mr. Riley: 

Q. With respect to these items, informational and educational ‘bulletins, 
- pamphlets and other publications, is there not some recovery from these, from 

the sale of them, the recovery of funds?—A. Yes, sir, and those funds go into 

revenue. 

Mr. Fraser: But, Mr. Chairman, that revenue is extremely small, is it not? 

2 The Witness: It depends; in some cases it may be substantial; take, for 
v example, the sales of the Canada Year Book. 
‘ 
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‘a By Mr. Fraser: 

: @. All recoveries are included in that?—A. Yes. 

f Q. Including agricultural booklets and pamphlets?—A. Yes. 

: | ©. Those for which they charge 25 cents and 50 cents?—A. Yes, I think so. 
ee Q. But that would not amount to very much, that would not be a very 
substantial item?—A. It may be substantial in relation to the cost of printing 
‘ the publication in some particular instances, such as the Canada Year Book. 

Y Q. The Canada Year Book?—A. Yes, but I would not like to generalize 
_-without studying the matter. 

Q. Could you give us the figures on the Canada Year Book?—A. No, IT am 
sorry I cannot from memory. 

Q. And what about films, that item covers what films?—A. That would 
cover the cost of the films that are provided for in the estimates of the various 
departments who will have films produced for them. It will also cover the cost 
of the films produced by the National Film Board itself for distribution in 
© their regular channels. - ; 
‘ Q. Then, it covers all of the National Film Board films?—A. I believe it 
does, sir; we have tried to put them all in. 
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Mr. Fraser: Does it cover ie departmental vente tires 


The Wirness: We had to try to decide, sir, what we should inelude in : . 

Py 
hard to classify parliamentary papers under this heading, and the question — 
which arose in our mind was this, whether an annual report that is required by 


statute to be submitted to parliament should be considered as a parliamentary — 
- paper or whether it should be put in here. That is an indication of the types of 


printing and what we should include under this heading. We found that it was. 


problem that cause difficulties. 
Mr. MacponneELL: Yes. 


By Mr. Fraser: 


@. And then, Mr. Chairman, the broadcasting—the whole of the CBC set-up a 
is included in this?—A. This refers to the international broadcasting services of »— 


the ©: BC. 


Q. The international, that is the short wave?—-A. The short wave stations; 2 
their cost of operation and maintenance is in that; but that would not include ~ 
the cost of constructing the new 'C.B.C. building in Montreal—which would be 


provided for in the building and works item below. 
@. Why do you divide the international from the— —A. Domestic? 


Q. Yes—A. The domestic C.B.C. is not financed by votes from parhament, ~ 
so the only problem that arose there was I ‘believe in regard to last year when — 
there was a provision in the supplementary estimates to reimburse the C.B.C. 


for certain costs incurred in Newfoundland in taking over the services there. 


Q. Can you tell us how much that involved?—A. I am sorry, I can’t give a 


you that figure ofhand. 


@. It would not show in this report?—-A. It would show under one heading 4 


or another but I could not tell you that without further investigation. 

@. Would you find out where that appears?—A. Yes, I will do that. It 
is in category 15. 

Mr. Laneiors: The international short wave building in Montreal, or in 
Amherst is administered by the C.B.C.; does the C.B.C. pay the international 
corporation for the expense incurred? 

The Wirness: Well, that is a question of detail, sir; my understanding is 
in general that the C.B.C. domestic service makes use of the building, and 


provision is made out of their funds for their share of the building and service— 


we take account of that, as you will note, in the estimates and you will see the 
international revenue of the short wave; you will see the amount of revenue 
included there., I believe we took that into account in determining the net vote 
to be asked, so that the rental value of that building in so far as it is used by 
the Domestic Service is taken into account. 

Mr. Browne: Have you any records as to the ‘amount in Newfoundland? 

The Witness: I just can say on that, that when the C.C.C. took over the 
broadcasting activities in Newfoundland there was the problem of taking over 
certain services and equipment, and there were some items in the supplementary 


estimates to take care of that. I am afraid that is not here, that would be 


elsewhere. It is not large enough to be shown here as a separate item. 

Mr. Fraser: I do not see that we can get a breakdown on this without 
referring to the public accounts. 

The CuHamrMAN: Again, Mr. Fraser, I suggest that we should complete 
our study of the material we now have before us. I think so far as we have 
gone we are doing good work. 

Mr. Fraser: I know. 

The CHaiRMAN: You know. That is good. Are there any further questions 
on item No. 7? 
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By Mr. Drew: 


- Q. I have a question there so I will know just how far this goes. It is a 
~ case of advertising, to take one example. Do I understand, Mr. Bryce, that 
| that would include all the advertising that was covered by ‘the estimates for 
‘ Ss current year?—A. As far as we would find any provision in the estimates for 
that, sir. 
i Q. That is exactly the qualification which has concerned me. Take, for 
i instance, the Department of National Defence, where in the estimate would you 

find the entry for the Department of National Defence which would be covered 
by 7?—A. It would be divided into the various primaries that are shown in 

_the defence details on pages 169, 170 and 171. In some of these categories are 
included items—here is one, for instance, under sundries, they provide for 

_ printing and stationery, films and that sort of thing, and I should think it is 

_ probably in that item; but we have secured the details from our files and classified 
them under these various headings. 

v, Q. That is exactly what I want to have made clear. Some of these give in 
some detail the headings, I think, such as equipment and communication services, 
3 films made for special courses in relation to defence education, but they do not 
Beier to advertising which in the other departments is clearly stated. You in 
_ your department have figures in supporting detail so that you know exactly 
ie is involved—A. Yes sir, when we examine the estimates we go into such 
etails. 
Q. And you would be able to say what was covered in the army as the 
main item?—A. Yes. 
j @. The one covered by the term sundries?—A. As far as I can tell on short 
notice that is where it would occur; but we have taken these defence figures and 
: put them in here because by erouping them in this way we do not reveal all 
the details, for security reasons. 

The CE EAE? May I ask you just one question there? The item here 
a the sundries regarding advertising expense; would that include publicity 
campaigns and advertising used for getting recruits? 

; The Witness: I should think it would. That is the only substantial 
‘ advertising done there that I know of. 
& 


— _ 


A 
f 


é By Mr. Macdonnell: 


: QQ. Would you include in this item the number of people engaged in publicity 
indicated in reply to a recent return in the House which I asked for? As I recall 
it there were forty people in the Department of Defence who were really doing 
publicity work although they were not specifically characterized as such. Would 
that item attract your attention?—A. That would be in salaries, sir, but 1t would 

“not include pay and allowances for service personnel. 

Q. But where it is allocated under salaries and wages it would not appear 
elsewhere, and that would include all the personnel engaged on publicity work ?— 
mA. It might be that there were some engaged in the preparation of publicity 

“material. You will notice here that. we have publicity, films, broadcasting and 
advertising as the type of expenditure; it is not the whole expenditure on 
publicity, it is the type of expenditure described. 

Mr. Drew: Just so we will understand it, does that item cover all govern- 

“ment advertising. 

The Witness: As far as we have been able to fund the items it includes 
all the advertising provided for in the estimates. 

| Mr. Macponneutu: What is paid out to other organizations? As I under- 
stand it that does not include work done by government servants, but how far 

‘does it go, because I see you have a very large amount in category 1? 


61731—3 


—_ 


Mr. Tee And equipment ore AS come tei that, 


The Cuatrman: Gentlemen, ge is 1 o’clock. We will adjourn unl M 1 
afternoon at 4 o’clock. 


The committee adjourned. 
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APPENDIX “A” 


ESTIMATES 


SUMMARY BY MAIN OBJECTS OF EXPENDITURE AND SPECIAL CATEGORIES 


tot 5I 
1. Civil Sallaries and Wages ............. 313,203,874 
2. Allowances — Civilian ..............5. 5,237 133 
3. Pay and Allowance — Defence Forces 
PECL MVC mite Siuiota okt tat gt eek te 131,689,714 
4. Professional and Special Services ...... 17,258,201 
5. Travelling and Transportation Expenses. 22,744,354 
6. Materials and Supplies ................ 76,510,901 
7. Publications, Films, Broadcasting and 
PACEMORUMGIINS (ec sein Suh ie Obie lSe soa 6,826,301 
8. Freight, Express and \Cartage .......... 6,746,457 
9. Telephones, Telegrams and Postage ..... 8,595,943 
10. Printing, Stationery and Office Equipment 
(a) Printing and Stationery ......... 13,090,442 
(6) Office’ Equipment”: i. ..05 665 Weds ' 1,635,130 
11. Building, Works and Structures 
(a) Acquisition or Construction, includ- 
ing Purchase of Land ............. 168,575,705 
(6) Maintenance and Repairs ......... 33,551,248 
12. Equipment 
(a) Acquisition or (Construction ....... 147,676,028 
(6) Maintenance and Repairs ......... 26,637,289 
Pe mEVeN Gas OEP ETORCTEY cere ace k ete eats 8,805,260 
14. Interest on Public Debt and Other Debt 
KAT PCS Be eriity aia 55 hong dike Wee aleve sae hohe » 433,045,843 
15. Subsidies and Special ESS to the 
POETICS Meee oh tha eas asta, Sale sai ccok eels 106,335,000 
16. Other Subsidies, Grants, Contributions, 
FELICE DADS C7 Pat ETS Si PARES UAE oR ED 52,016,784 
17. Family Allowances Payments ........... 307,000,000: 
18. Old Age Pensions, including Pensions to 
ELGOPSLAT My Cee curls Git ih diag 8 cceid Gocmegs sea teas 103,626,000 
19. Veterans Disability Pensions and Other 
Payments under the Pensions Act..... 99,739,000 
20. Other Payments to Veterans and 
Dependenttes be assisesied ects eh cca Westies ss 57,094,500 
21. Militia Pensions Act Payments ......... 15,799,600 
22. Other Pensions and Superannuation .... 9,128,006 
23. Government’s Contribution to Unemploy- 
rent. bnsurances Waid ie aie ac acl chess 23,000,000 
24. General Health Grants ............... 25,000,000 
25. Trans-Canada Highway Contributions.... 20,000,000 
26. Movement of Mail by Land, Air and 
Ve Ceram al ate inane Pea. Liana taut a 32,910,747 
27. Maritime Freight Rates Act .......... 7,319,000 
28. Direct Relief and Relief Projects ...... 1,500,000 
29. Deficits—Government Owned Paras 2,713,134 
30. All other Expenditures ......../........ / 82,468,884 
2,367 ,480,478 
31. Less Estimated Savings and Recoverable 
Dearie haya os kale e aiet eek Met eoheneatat ana sie ei 58,648,878 
Net Amount included in Estimates of 
SEO GTMAL EUG ta. 31) Sheke e Sit tehe sie ew lovale's aere ls 2,308 ,831,600 
61731—34 


1949-50 
$ 


315,158,026 
5,101,205 


121,086,698 
117,408,997 
23,052,346 
58,891,570 


6,828,957 
8,800,686 
8,972,069 


12,693,896 
1,589,126 
197,784,348 
28,708,688 
141,943,207 
30,375,131 
7,663 144 
451,441,239 
127,364,682 


88,520,225 
284,880,000 


74,242,000 
101,589,000 


83,364,000 
14,046,347 
7,369,247 


21,500,000: 
33,200,477 


34,103,821 
7,093,771 
3,700,000 

49,056,888 


103,349,815 
2,470,879,606 
70,830,623 


2,400,048 ,983 


255 


1938-39 
$ 


77,101,774 
1,181,090 


15,355,455 
2,999,223 
4,742,206 
6,586,105 


624,420 
639,825 
960,248 
2,082,901 
35,830,565 
3,664,294 
14,797,962 
1,796,803 
1,719,639 
132,580,312 
21,210,196 


9,698,280 


30,540,800 
40,920,000 


9,445,000 
1,500,000 
3,690,430 


15,574,515 

3,138,000 
35,908,000 
57,184,788 
17,646,217 


549,2/19,048 


304,300 


548,914,748 
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APPENDIX (BY 


Explanatory Notes Covering the Main Objects of Expenditure and 
Special Categories detailed in the Attached Summary 


1. Civil Salaries and Wages : 
Includes salaries and wages of all civilian full time, part time and 
seasonal personnel generally considered as “Government Employees”— 
but does not include employees of Crown Companies and such Agencies 
—whether paid at hourly, daily, weekly, monthly or annual rates of pay 
and: includes overtime or any other special pay. It also includes Judges 
salaries, those of the Governor General and Lieutenant Governors and 
the indemnities to Members of both Houses of Parliament but does not 
include Film Board Production and Distribution Staffs and certain 
seasonal employees on survey parties and possibly others not identifiable 
in Estimates supporting details. 


2. Allowances—Civilian 

Includes Living Allowances, Special Stenographic Allowances, Living 
and Representation Allowances Abroad, Special Service Allowances, 
Mileage Allowances to Railway Mail Service Staffs, Isolation Allowances, 
Board and Subsistence Allowances and other such allowances payable to 
civilian Government Employees. Also includes Ministers’ Motor Car 
Allowances and the Expense Allowances to Senators and Members of the 
House of Commons. , 


3. Pay and Allowances—Defence Forces and R.C.M. Police 
Includes Pay and all types of allowances payable to members of 
the Defence Forces and the Royal Canadian Mounted Police, including 
Subsistence Allowances and other perquisites common to such Services. 


4. Professional and Special Services. 

Includes Outside Medical and Legal Services, Corps of Commis- 
sionnaires Services, Accountants, Outside Reporting Services, Outside 
Doctors and Nurses for Veterans Treatment and Examination of Pension 
Applicants and Other Outside Technical, Professional and Other Expert 
Assistance, Outside Hospital Treatment and Care, Annuities and Other 
Agents paid on a fee or commission basis. 


5. Travelling and Transportation Expenses 

Includes Travelling, Transportation and Removal Expenses of 
Government Employees, Members of the Defence Forces and the Royal 
Canadian Mounted Police. It includes living and other expenses of such 
persons on travel status, Judges travelling expenses and travelling ex- 
penses and allowances payable to Senators and Members of the House 
of Commons. Minor amounts for smaller services which would not 
materially affect this total may be included under other general 
headings. 


6. Materials and Supplies 
Includes fuel for ships, planes, transport, heating, etc.; feed for 
livestock; food and other supplies for ships and other establishments; 
seed for ‘farming operations; food, clothing and other supplies for sick 
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and indigent Indians; coining and refining supplies for the Mint; labo- 


ratory and scientific supplies; supplies for surveys, investigations, etc.; 


chemicals; Hospital, Surgical and Medical Supplies; building. materials 


and supplies; mail bags for transportation of the mails; char service 
supplies, lumber and other materials required in the ordinary minor 


_ repair, maintenance and upkeep of Public Buildings and Works (as 


distinct from more or less capital improvement and repair projects 
specifically provided for); coal, wood and electrical supplies, ete. 


7. Publicity, Films, Broadcasting and Advertising 


Includes informational and educational bulletins, pamphlets and 
other publications respecting matters of a National interest, Marketing 
information, Publicity and information abroad, Tourist publicity, Adver- 
tising and publicity respecting changes in services and legislation affecting 
the public, publications on scientific and technical matters, information 
respecting natural resources, statistics and other such material, Pro- 
duction and Distribution of Films and Other Visual Materials by the 
Film Board and the International Broadcasting Service of the Canadian 
Broadcasting Corporation. It does not include the printing of Depart- 
mental Annual Reports or the printing of Parliamentary Papers. 


8. Freight, Express and Cartage 


‘Includes cost of transporting all types of supplies, materials and 
equipment, etc., from the movement of mails from city Post Offices to the 
various Government Departments to the movement of heavy equipment 
between camps and other establishments of the Defence Services. Minor 
amounts for smaller services which would not materially affect this total 
may be included under other general headings. Movements of material 
and supplies for works projects would normally be included in the cost 
of the project. 


9. Telephones, Telegrams and Postage 


Includes all costs of normal communication services by telephone, 
telegram, cables, teletype and postage, other than franked mail ori- 
ginating in Ottawa. Larger items—$875,000 in 1950-51 for postage on 
Family Allowance cheques, an amount of $415,000 shown under Finance 
for the Cost of Telephone Service at Ottawa for all Government Depart- 
ments, and the sum of $625,000 for Teletype Service for the Meteoro- 
logical Services of the Department of Transport. 


10. (a) Printing and Stationery 


Includes cost of printing Departmental Annual Reports and other 
Parliamentary Papers, Cheques, Accounting and Other Forms, purchase 
of stationery, envelopes and other office supplies such as pens, pencils, 
erasers and many other items of the above nature. Minor amounts for 
the smaller services which would not materially affect this total may be 
included under other general headings. 


10. (b) Office Equipment 


Includes acquisition of office machines and other equipment such as 
typewriters, bookkeeping and statistical machines, adding and cal- 
culating machines and that type of office equipment, including inspections, 
repairs and upkeep of such equipment, also includes small pieces such 
as pencil sharpeners, bostitch machines, etc. 


11. (a) Acquisition or Construction of Buildings, Works and Structures 


Includes provision for all expenditures on new construction of 
buildings, roads, irrigation works, canals, airports, wharfs, bridges or 
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other type of fixed asset. It includes major improvements and reno- — 
vations involving changes of a structural nature and also the installed 
cost of fixed equipment which is essentially a part of the structure such — 
as elevators, heating and ventilating equipment, etc. ; 


11. (b) Maintenance and Repairs of Buildings, Works and Structures | 
Includes materials and other costs entering directly into the cost of — 
major or extraordinary repair and upkeep of the type of durable physical 
assets indicated under 11 (a) on previous page (as distinct from 
ordinary minor repair and upkeep works undertaken by a Department 

with its own staff in the normal course of its functions). 


12. (a) Acquisition or Construction of Equipment 
Includes all new items of machinery and equipment, other than — 
office equipment, and includes motor vehicles, tractors, road equipment, 
laboratory and other scientific equipment, vessels, icebreakers, and other 
aids to navigation and all other types of hght and heavy equipment 
and includes various types of such equipment for National Defence. 
12. (b) Maintenance and Repairs of Equipment 
Includes all materials, repair parts and other costs entering directly 
into the cost of repair and upkeep of the equipment indicated in 12 (a) 
above. 


r 


13. Rentals of Properties 
Includes provision for rentals of properties required for special — 
purposes by the various Departments, such as the Experimental Farms; 
External Affairs, Immigration and the Trade Commissioner Service 
Abroad; National Defence Services, Unemployment Insurance Com- _ 
mission, The Royal Canadian Mounted Police and for accommodation 
of Government Offices and Services by the Department of Public Works. 

The larger provisions are shown under the following Departments:— 


1950-51 1949-50 1938-39 
$ $ $ 
WRC LGART Co) Wk cl SAN © wiciie he pitta NEHER ae 149,733 122,272 49,229 
Citizenship and Immigration.......... 113,820 126,700 13,250 
MU XGerMa t iA Thats ts ew aie eck ch treet eae 290,650 335,400 eae 
Labour—Unemployment Insurance Com- 
EVAR LOL. APs eiae cl heds lee Als Coe ati 1,383,000 1,160,000 nates 

IN ACIGIbA lis LVGLETLIGS sees. wie ide eae eae 975,260 840,602 Bick: 
ETI Tree VV OE Ane Shh te ek wie cou sem eae iam 5,243,000 4,400,000 1,484,860. 
Royal Canadian Mounted Police....... 305,250 247,400 Rote 
Trade and Commerce..... SEAR cats 197,000 192,768 147,000 
LOAN or ragtgps REN ay RIE I ueie SOAR IN REST MT geal tur ible a 147,547 238,002 25,300 a 

8,805,260 7,663,144 1,719,639 ia 


14. Interest on Public Debt and Other Debt Charges— 
Includes interest on the Funded Debt of Canada (including Treasury 
Bills) and on other habilities such as Trust and Other Special Funds. — 
It also includes costs of issuing new loans, Annual Amortization of Bond 
Discount, Premiums and Commissions, and other costs of servicing the 
Public Debt. 


15. Subsidies and Special Payments to the Provinces 
Includes Provincial Subsidies payable under the British North 
America Act and subsequent arrangements; Special Compensation to the 
Provineés in lieu of certain taxes as provided in the Dominion-Provincial 
Tax-Rental Agreements. It also includes, for 1950-51 and 1949-50, 
certain payments to Newfoundland under the Terms of Union and in 
respect of certain matters supplementary to those Terms. 
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16. Other Subsidies, Grants, Contributions, etc. 


=} 


ee ee ey 
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The larger items included under this category are:— 


Assistance to encourage the improve- 
ment of cheese and Cheese Factories 
ged under the Agricultural Products 
Freight Assistance on Western Feed 
CATIA Sr Pe tla opera a hod ici) came conte tows 
Quality Premiums on A and Bl Grade 
Pee Sia TOA rie 4 Pe are Sf ole lance dus Wied 
Grants to Agricultural Fairs and Exhi- 
UCUO IGA Uioat, Ree eae Mises |. SE -ogek vee he 
Subsidies for Cold Storage Warehouses. 
Participation in International or Com- 
monwealth Organizations (External 
BAM REE LEEN Ue GA Sater oaths 84. ek Mela 
Commodity Prices Stabilization Corpo- 
TEE ASST aly Cision a Mn CES ORR ere a ae 
Advances to the Canadian Wheat Board 
in respect to Flour or Food con- 
PEELE PV VIRGO tara id wh dete ie oe he orbs 
ae to Municipalities in lieu of 
ip a Gola VL Iver ACs 320s dav pnat's er 
Grants to Indian Residential Schools. . 
Movements of Coal and Other Coal Sub- 
BUTCH meme reer rete es Mek Tia a! OC Neh oe 
Subsidies on Iron and Steel........... 
Mail Subsidies and Steamship Sub- 
SURES, | a 85 SARA Pe, RR waa a 
Assistance to Canadian Flag Ocean 
SAP pine  PNdUsSbr yp saieare buns Beem 
Agricultural Prices Support Account— 
OMEEOCOT D1: LOSSES a5 No soli hap Fe ene 
Cee tt. here as ATE TNT hod cafes 


1950-51 
$ 


1,400,000 
4,350,000 
5,000,000 
0,854,633 
536,400 
644,159 
4,352,453 
500,000 


1,655,000 
8,000,000 
2,426,730 


4,850,000 
2,000,000 


3,317,000 
3,000,000 


4,130,409 


52,016,784 


17. Family Allowances 


1949-50 
$ 


1,700,000 
450,000 
17,000,000 
5,877,133 
475,900 
1,439,237 
9,739,652 
5,000,000 


6,000,000 
850,000 
13,000,000 
2,527,877 


4,900,000 
7,750,000 


2,401,800 


3,473,295 
5,935,331 


88,520,225 
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1938-39 
$ 


384,350 
232.015 


100,000 
1,295,988 
2,505,000 
2,055,417 


3,125,510 


9,698,280 


Payments of monthly allowances authorized by the Family Allow- 


ances Act of 1944. 


18. Old Age Pensions and Pensions to the Blind— 


Payments of the Dominion’s 75% share of pensions payable under 
authority of the Old Age Pension Act. 


19. Veterans Disability Pensions 


Includes pensions and other payments authorized under the Pension 
Act, the Civilian War Pensions and Allowances Act and the Civilian 


Government Employees (War) Compensation Order. 


This covers both 


Wars 1 and 2 and includes a small amount in respect of the Northwest 
Rebellion of 1885. Details on page 320, Main Estimates of 1950-51. 


Includes :— 


War Veterans Allowances, including 

Assistance und 
Hospital and Other Allowances....... 
Unemployment. Assistance ............ 
Post Discharge Rehabilitation Benefits. 
War Service Gratuities.............. 
Re-establishment Credits ............ 
ROUT ey) GAL COLE A roy bee crouse casch Gerla ee akeeiy 4 
Campaign Stars and Medals.......... 


ee) 


20. Other Payments to Veterans and Dependents 


1950-51 
$ 


22,465,000 
3,720,000 
50,000 
14,045,500 
250,000 
16,500,000 
64,000 


57,094,500 


1949-50 
$ 


20,620,000 
4,400,000 
75,000 
29,000,000 
1,000,000 
26,000,000 
243,000 
2,026,000 


83,364,000 


1938-39 
$ 


5,900,000 
1,075,000 
2,350,000 


120,000 


9,445,000 


Re PS cal BN BG 
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he 
21. Militia Pensions Act Payments a 
Includes: — 
ec we mee 
Pensions under Parts 1-4 of the Act | R 
to retired members of the Forces. 5,000,000 5,000,000 1,500,000 
Government’s Contribution to the Per- a4 
manent Forces Pension Fund..... 10,799,600 9,046,347 Jo 
15,799,600 14,046,347 1,500,000 
22. Other Pensions and Superannuation 
Includes :— 
Antes Meter tik aera 
Government’s Contribution to the oa 
Superannuation © Funds a 08.% sare 7,100,000 5,463,000 2,230,000 © 
Pensions in respect of Judges......... 468,317 408,318 289,133 
Payments under earlier Superannuation yy 
SOCCER UN be hy ONIN RE ML RAR AME pea et ha 165,000 178,000 718,000 — 
Royal Canadian Mounted Police Pen- - 
SNUB) AVS ye ate ED OE DIN REN IN sn MEME IY 1,188,411 1,106,169 286,486 
Gratuities to families of deceased em- a 
DL GVIGCR iE iacae ete TAN de ameter apa ere Namie) © onto 100,000 100,000 60,000 — 
Sundry Pensions in respect of Govern- x 
ment domploy ees, iis! aie ea ie eit 106,278 113,760 106,811 a 
9,128,006 7,369,247 3,690,430 


23. Government’s Contribution to the Unemployment Insurance Fund 


Provides the Government’s Contribution to the Unemployment In- @ 
surance Fund and represents one-fifth of the net amount contributed by — 
employers and employees combined. a 


24. General Health Grants 


Provides for general health grants to the Provinces under terms and ~ 
conditions approved by the Governor in Council to assist in Health — 
Surveys, Hospital Construction, strengthening general public health — 
services, eradication of Tuberculosis, prevention of mental illness, control — 
of Venereal Diseases, prevention and correction of crippling conditions — 
in children, training of public health and hospital personnel, Public — 
Health Research, programs for cancer control. Details for 1950-51 are — 
set out on page 187 of the Main Estimates for that year. | 


25. Prans- Canada Highway— : 
Provides initial contributions to the Provinces under the terms of — 

the Trans-Canada Highway Act. 4 

26. Movement of Mail by Land, Air Pei W ater— 
Includes provision for the following services by the Hens Office 4 


Department: | 
1950-51 1949-50 1938-39 : 
Mail Service by Railway 2..).0........ 9,005,000 8,805,000 7,150,000 — 
Mail Service ‘by Steamboat ........... 2,270,000 2,750,000 213,000 — 
Mail Service by Air i. t eles... 8,335,747 8,228,821 1,731,435 
Mail Service by Ordinary Land Con- 4 
veyanee, including Rural Mail Delivery 13,300,000 14,320,000 6,381,080 


32,910,747 34,103,821 15,574,515 
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27. Maritime Freight Rates Act— 


261 


Provides for payments resulting from the application of the special 


rates provided under the Maritime Freight Rates Act to: 


Canadian National Railways ........... 5,869,000 5,693,771 
PMT TEE WIV els aL Suck Ses MGCQINNG Sierra: 4. on Yee 1,450,000 1,400,000 
7,319,000 7,093,771 


28. Direct Rehef and Relief Projects— 


2,278,000 
861,000 


3,138,000 


The amounts included in this category for 1950-51 and 1949-50 are 
the amounts provided under Labour-Unemployment Insurance for the 
payment of unemployment assistance to certain residents of Newfound- 
land to give effect to the Terms of Union of Newfoundland with Canada. 


The amount shown for 1938-39 includes: 


Direct Relief, Material Aid and for the purchase and distribution of food 
stuffs and of feed and fodder for live stock in the drought areas of 
Western (Canada and assistance in the removal of stock and resettlement 

Special works in connection with Federal contributions to Provincial and 


9,030,000 


2,075,000 
1,870,000 
1,750,000 
500,000 
17,500,000 
1,310,000 
850,000 
1,023,000 


35,908,000 


1938-39 
370,000 


387,644 


126,747 
386,967 
55,000,000 
830,000 
83,430 


57,184,788 


ECA NTILTEL = TMP OFCLR YY cies aoe wht gk e's, alloiwial’ Wesaca a Aye ey tecwse wee ia me yaeeeien 
Contributions ito Farm Employment and Supplementary Plans .......... 
a Development and Training Projects for Unemployed Young People...... 
Co-operation with the Provinces for rehabilitation of unemployed persons. 
. Graite-tn-A id) tothe Provinces el.) 5, hay Wists Walaa Wie ates wie po alate 9| where etal 
3 Provision of transportation facilities into Mining areas................. 
: Gontribution to, cost of railway projectes ii Gee ob ease ie Sa as 
4 ner bans fami, CONTINGONCLES Koi s.6 bees e'alsinta woe be lel lsld #aN Cale ole ein igi lar et 
Dy 
—«-29. Deficits—Government Owned Enterprises— 
t Includes Deficits in respect of the operations of the following: 
i 1950-51 1949-50 
. EASON AV EUR DLWIA YS (ofecs ase Se lls S clecele a 4:1010,000 500,000 
:) Northwest Communication System...... 231,034 343,016 
+: Prince Edward Island Car Ferry and 
{ SPST RATTAN RRL UN CA Sichory Qiase tan iy (a tie ther wane in 1,159,000 1,221,230 
‘Se Canadian Naitional (West Indies) Steam- 
* PIV WADYEOCIN alata pe ainince eye ol Gite wale ys 720,000 460,498 
4 aren rit: Harbor cies van ois Shvelisht ats ace Fane 2:03), 100 111,435 
. Jacques (Cartier Bridge ...............4. ae 60,087 
‘. Canadian National Railway Company... 42,043,028 
m, Trans-Canada Air Lines ........6..004- 4,317,594 
E.* National Harbours Board .............. bate 
ya 2,713,134 49,056,888 
a A a Rae DIE Soh ares ARI 
?. 
ij 
a. 
4 
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30. All Other Expenditures— © | | 
The larger items under this head are: 


Compensation for Animals Slaughtered. . 
Representation Abroad — Undistributed 
POR Sah a ake eee alee rae hee rata Brae e 
Government’s ‘Contribution as an Em- 
ployer to the Unemployment Insurance 
AIDA RL Mate ee als ai SOR Ie Ie Cee eee os ae 
Miscellaneous and Unforeseen — Subject 
to Allocation ‘by the Treasury Board. . 
Penitentiaries — Undistributed Items 
including Maintenance, Discharge and 
Other Expenses i in respect of Convicts. 
Vocational Training Payments—Labour. 


Costs of Survey Field Parties ......... 
Air Photography — Mines and Technical 
PHLPES VIE al a Ka 23 Sprcliodn tates woes gle Atle) wilaltade we RS 


National Defence — Undistributed Items 
Federal District Commission including 
the National Capital Fund ........... 
Public Works—Light, Power and Water 
EOS s, peels ai saad: We te su eT at, eran teen aes Fo 
Fraser Valley Dyking Board ........... 
Research and Development — Civil Jet 
Jaf ew ahe te hone ae ete rere © Cuaeaied vamineres en Gre LRP 
Canadian Arsenals — Administration, 
Operation and Replacement of Plant. . 
Atomic Energy Control Board—QOpera- 
tion and Maintenance ............... 
Reimbursement of the Canadian Wheat 
Board — Administration and deficits 
in respect to Rapeseed and Flax 
SANSO OTIS Se wine W/ib mile, ahs idle ein te eee eee 
Grants to Veterans settling on Provincial 
fe ere |: VAR URI oan aeRO UL ergs Come in NTs | 
Balance made up of smaller items 
detailed throughout the Estimates in 
amounts varying from a few thousands 
to not more than the smallest items 
detailed above 


Total of “All Other Expenditures”...... 


eee eereoeeo eee ee ee eee ee ee 


aya 1 
1,091,292 
1,277,263 


1,050,000 
1,000,000 
2,958,330 
5,633,000 
2,050,707 


1,340,000 
23,060,529 


3,104,500 
1,649,000 
1,600,000 


2,900,000 
6,263,530 


2,200,000 


25,690,733 


82,468,884 


Hee 
2,267,500 


1,713,458: 


1,050,000 


1,080,000 


2,477,275 
7,321,100 
1,933,285 


1,340,000 
27,033,147 


3,104,500 


1,764,000 
4,125,000 


1,500,000 
4,200,000 
5,013,670 


4,570,076 
3,600,000 


29,256,804 


103,349,815 


HEE 
410,000 
107,348 


80,000 


841,575 
50,000 
221.411 
1,303,769 
488,072 
708,000 


13,436,042 


17,646,217 
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MINUTES OF PROCEEDINGS: 


Monpay, May 8, 1950. 


The Standing Committee on Public Accounts met at 4 o’clock p.m., the Vice- 
Chairman, Mr. D. A. Croll, presiding. 


Members present: Messrs. Anderson, Blue, Browne (St. John’s West), 
Cavers, Croll, Drew, Diefenbaker, Fulford, Fraser, Hansell, Helme, Johnston, 
Langlois (Gaspé), Macdonnell, Major, Prudham, Richard (Ottawa East), Riley, 
Stewart (Winnipeg North), Thatcher, Warren, Winkler, Wright. 


In attendance: Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


Se PO ee ON eS oe ee ee 


ee “el 


The Committee resumed consideration of the summary of the estimates 
for the fiscal years ending in 1951, 1950 and 1939, and the explanatory notes 
covering the items detailed therein, tabled by Mr. Bryce on Friday, May 5, and 
printed as Appendices A and B to that day’s minutes of proceedings and evidence. 


a, Sa OSL 


Examination of Mr. Bryce was continued. 


At 6 o’clock p.m. the Committee adjourned until Wednesday, May 10, at 
11 o’clock a.m. 


A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or CoMMoNS, 
Monday, May 8, 1950. 


_ The Standing Committee on Public Accounts met this day at 4 p.m. The 
- Vice-Chairman, Mr. D. A. Croll, presided. 


The Vick-CHAIRMAN: Gentlemen, we have a quorum. Mr. Picard is away 
for the day and he asked me to preside for the meeting this afternoon. I gather 
that we were at item No. 8 on the memorandum presented to us by Mr. Bryce. 


Mr. R. B. Bryce, Assistant Deputy Minister of Finance, recalled: 


Mr. Drew: Mr. Chairman, we have disposed of section 7? 


The VicE-CHAIRMAN: Yes. $Is there anything that the members want to 
ask concerning paragraph 8 on the memorandum? Freight, Express and Cartage. 


Mr. THatcHer: There is some general information I would like to have on 
this item. I notice that it is quite substantially reduced from what it was last 
year, a little over $2,000,000. I was wondering how that happened? Would that 
be just in freight? 

The Witness: Not necessarily just in freight. There would be quite a 
variety of items covered by No. 8. I am sorry I cannot tell you offhand the 
reason it is down. 


Mr. DierENBAKER: Mr. Chairman, I do not want to go back over something 
that has been concluded but it is very difficult these days with the House sitting 
and one having responsibilities there to be present when each of the items is 
taken up and to consider each adequately. There is just one question arising 
out of this and I would like to base my question on it. This is an item which 
came up the other day; namely, travelling and transportation expenses. I would 
appreciate it very much if I might have the privilege for a moment of going 
back to that. 


The Vick-CHAIRMAN: All right, Mr. Diefenbaker. 


Mr. DizrenpaAker: I have gone over the public accounts in connection with 
travelling and transportation expenses, and in order to understand this item 
and how some of these very large expense accounts are made up in the estimates, 
based no doubt on the expenses of the year before, I thought it might be worth- 
while to have the committee have placed before it a summary of a few of the 
accounts of the various departments to ascertain how it is that such very large 
travelling expenses and allowances in certain cases have been paid. After all, 
estimates for the next year are based, are they not, on the expenditures of the 
year before that. And with that in view I would ask this very short question, 
Mr. Chairman. 

The Vick-CHAIRMAN: Yes. 

Mr. DierENBAKER: That a number of accounts be laid on the table of this 
committee so that the committee may understand something which has always 
been somewhat difficult for me to understand, how certain travelling and living 
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allowance expenses are made up. I am going to refer to these short examples "4 
and then I’m through. And in picking out certain accounts there is no suggestion — 
at the moment there is anything of an improper nature. I make that clear. 
I ask merely for the purpose of getting information because of the size of the 
accounts. I have marked them in the public accounts and I will refer to the 
pages. I take first the item under the Department of External Affairs on page 
E-18 and as I go down the list I come to the High Commissioner for India, 
allowance, $18,792, and for expenses $2,680. I would like to know how the 
allowances are made up. Or I turn to page 19 and I find allowances for the 
ambassador to the Argentine, to Brazil and to Chile, run between $15,000 and 
$16,692; for Mexico, the allowance is $12,000 (that is on the same page) and 
travelling expenses are $5,868.34. How are these made up? How are these- 
allowances fixed? And, what is the common basis for determination? ‘Then, 
on pages 21— 
The Vick-CHAIRMAN: Just one minute, Mr. Diefenbaker. 


The Wirness: I wonder if you would make it clear. Do you wish to know 
how the allowances are determined as well as the travelling expenses? 

Mr. DimrenBAKER: Yes; how the allowances are determined and, next, 
representative travelling expense accounts such as any one of those to which 
I have just referred there; and if there are examples of allowances in connection _ 
with the delegation to ‘the United Nations—I see General McNaughton’s 
allowance was $14,392. a 


The VicE-CHAIRMAN: What page? 


Mr. DirrenBAKER: Page E-21. Then passing on to representation in the — 


consular general’s office, take an example such as the United States, Boston— 

The Vich-CHAIRMAN: What page? 

Mr, Dirrenpaker: E-21, the fourth item down. 

The Vick-CHAIRMAN: Yes. 

Mr. Dierenspaxker: Allowances of $4,848, and then in Detroit, an allowance 
of $7,752 for the consul; and in San Francisco $12,936, and as well in San: 
Francisco $1,903 for travelling expenses and removal expenses additional. Then, 
under another representative department, take the Department of Public Works, 
page V-75 near the foot of the page—and I am not giving the names of indi- 
viduals—I gather that is travelling expenses. 

The Vickr-CHAIRMAN: Just a minute till we find that. 

Mr. Dirrenspaker: Page V-74, the fourth item from the bottom, expenses 
of $4,164.64. 

The Vicre-CHAIRMAN: Yes. Wait a minute, Mr. Bryce is making notes here. 

Mr. Dinrenpaker: I 1am sorry. Now, I go over to another department. the 
Department of Trade and Commerce, and note many substantial items. 

The Vick-CHAIRMAN: Page? 

Mr. DigrenBAker: Page Y-30. I see there about the twelfth item dowel 
Mr. Ashbaugh’s, expenses $3,537. Again, under Trade and Commerce on 
page Y-47, there is Mr. Frigon, travelling expenses and allowances of $5,478. 

The Vick-CHAIRMAN: I haven’t got his name?. 

The Witness: Frigon. 

Mr. Dimrenpaxker: At page Y-47, Mr. Chairman. 

The Vick-CHAIRMAN: Yes. | 

Mr. DirrenpaKker: And again at page Y-48 there are two: one is Mr, 
~ Malloch, at the end of Y-48, for travelling expenses and living allowances, annual 

rate, total amount of $7,271.67. How are those allowances made up and is there 
any common basis on which they are accepted. 
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_ The Vicr-CuHairMan: Just a minute, please. 
The Wirness: Might I ask in that connection—we have detailed regula- 


_ tions covering these allowances—do you wish the regulations and the formula? 
_ Mr. Dirrensaxer: Yes, if they are based upon regulations, what are the 
~ regulations? 

The Witnsss: Yes. 


| Mr. Dimrensaker: Where it shows there that the travelling expenses alone 
_ are of very considerable amounts, could we have representative accounts showing 
_ how travelling expenses of the amount in question can be made up? 

The Witness: Yes sir. 

Mr. DiserenBAKER: There is one other item here to which I should like to 
refer in that same connection and that is on page Y-47; travelling expenses and 
_ allowances—it is the second item on the page there—$4,870. Then, finally, on 
_ page Y-36, is the entry near the end of the page of salaried employees receiving 
$3,000 and over; living allowance rates and travelling expenses; allowance rates 
_ there running as high as $7,548; and again, on page Y-37. 
| The Vice-CHAIRMAN: These are trade commissioners aren’t they? 

Mr. DIgFENBAKER: That is right. 

The Vickh-CHAIRMAN: Yes, trade commissioners. 

Mr. Dierensaker: Well, they are under the Department of Trade and Com- 
merce and these are allowance rates. 

The Vicbk-CHAIRMAN: Yes. 

Mr. Dimrenpaker: How was the allowance rate made up? For instance, 
take page Y-37, it ranges up to $7,872 on one item and $8,088 on another. How 
are these allowances made up’? Now then there are two items there of travelling 
expenses and removal expenses— 

The Vice-CuHairMAN: What you are asking for is a formula? 

Mr. Dierenpaker: Yes, a formula for allowances and expenses; and then, 
as far as travelling expenses are concerned, some representative accounts showing 

- how the travelling expenses have been made up. 

The Vicr-CHAIRMAN: You are asking that he bring specimen accounts? 

Mr. DierenBaker: That is it. 

The Vice-CHAIRMAN: All right. 

Mr. Laneuois: Wasn’t that agreed to on Friday? 

The VicE-CHAIRMAN: Yes. 

, Mr. Lanewois: That the Comptroller of the Treasury would have someone 
here to answer those questions. 
| The Vicn-CHAIRMAN: We went back again to item No. 7 for the convenience 
of Mr. Diefenbaker who was not here. He had certain questions he wanted to 
put on the record and we will see that hes supplied with the answers. We are 
now on item No. 8. 
| Mr. Drew: Now, Mr. Bryce, No. 8, which is freight, express and cartage, 
shown as having actually required $8,800,000 last year and an estimated require- 
ment of $6,746,000 in the coming year, and that compares with $639,000 in the 
last postwar year 1938/39, which means that this sum is ten times as much for 
the requirement for freight, express and cartage as for 1938/39, the last year 
before the war. The question that arises in my mind is this. While in some 
cases there would seem to be very obvious reasons why there is a great change- 
in some of these figures because of the new services being given and the new 
arrangements being made of different kinds for the public service, in this case 
it seems to be a type of service that has been going on for years; and I am 
- wondering what examination to your knowledge was made of these comparative 
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figures with the idea of determining just why we should now be paying more — 
than ten times as much for freight, cartage and express as we were in the last — 
year before the war. Og 
The Vicr-CuarrMAN: Pardon me, Mr. Drew, is not that rather a matter o 
public accounts? 
Mr. Lanatois: Well now, Mr. Chairman, on a point of order, we are not — 
studying public accounts here at the moment, we are on the estimates with the 
Assistant Deputy Minister of Finance who deals with the format of the estimates, — 
and I submit that questions such as the one just asked by Mr. Drew should be 
asked when we have the Comptroller of the Treasurer here and he will be able © 
to give us the information required. We are not studying the public accounts — 
at the moment, we are just studying the suggestions made by Mr. Sellar for — 
improvement of the form of the estimates. I submit, Mr. Chairman, that the 
question just asked by Mr. Drew is not at this time in order. . 
Mr. THatcHer: Well, Mr. Chairman, I would say that that is information — 
we ought to have. | 
Mr. Fraser: Yes, that is what I would like to know. 


The Vicn-CHArrMAN: Gentlemen, of course, that will be quite in order — 
when we reach the public accounts, just as the questions asked by Mr. Diefen- — 
baker deal directly with public accounts, and at that time we can have the © 
proper officials before us and get an explanation. The memorandum which is © 
before us at the present time deals with a method of improving the form of the — 
estimates. Mr. Bryce is not in a position to answer the question and we will — 
have the proper officials concerned before us when we are studying the public — 
accounts. At the moment we are dealing with the submission which is as to ~ 
how the estimates might be improved, and I suggest that we should complete — 
that so that we may then be able to go into the public accounts. 


Mr. Lanetors: In reply to Mr. Thatcher’s remarks, I would remind him ~ 
that he was the one on Friday who moved that we confine our attention to the — 
memorandum before us, and as you will all recall, he had a great deal of difficulty — 
in getting this committee to agree to confine our discussion to this. | 


Mr. TuHatcuer: It was not that— 


Mr. Lancuois: I know it is not that, it is far from it, because you are now ~ 
entering into a discussion of the public accounts, and that is something quite © 
different. Let us get through with this material first and then we can go on to — 
something else. And, in calling this to your attention, I am merely following — 
the suggestion which you made yourself on Friday last. 


Mr. Drew: May I make this just as an observation? I asked the question. — 
The figures in the memorandum before us which accompany this submission ~ 
give us a comparative examination of the past expenditures and the estimates in — 
the form of a blueprint which have not yet been accepted, a comparison between — 
the estimates and past performance; and, as I understand it the purpose of this — 
was to try to show us what can or cannot be done along the lines of the sugges- — 
tion made, and putting it in on this different basis would make it possible for us 
actually to compare the figures so that we would be able to study and examine 
these public accounts and possibly get information regarding all these things. 
It has been suggested that we wait until the public accounts are before us before 
we ask for that information, but I would point out that we cannot do that with — 
the public accounts before us because those public accounts end March 31st, 
1949, and to that extent the public accounts before us do not deal with the first — 
or second columns of these figures; and it seems to me if we are to be able to reach ~ 
some accurate judgment as to the suitability of this method—a comparative — 
setting forth of past expenditures and present estimates—we must know what — 
is included in them so that we know whether we are in fact talking about the — 


., 


PUBLIC ACCOUNTS 269 


same terms. My question is directed to the fact that just as in the case of 
publications, films, broadcasting and advertising so in the case of this item of 
expenditure for 1950/51 it shows an estimated amount which is ten times what it 
was in the prewar year. I would like to know if we are talking about precisely 
the same thing, and if so why the question should not be directed to Mr. Bryce, 
_ the officer who deals with estimates, with a view to ascertaining what the reasons 
are behind this tremendous increase in expenditure under this item. 


The Vice-CuHairMAN: Gentlemen, we are not now dealing with expenditures. 
If you will take a look at the figures before you you will see that these are the 
estimates. They indicate what the estimates were for the three separate years, 
1938/39, 1949/50 and,1950/51. This has nothing to do with expenditures at all. 
We have not reached the public accounts yet and until we get through with this 
memorandum now before us we cannot take up public accounts, because as I 
understand it we were to stick to this memorandum, we have to dispose of it 
before we go on to a consideration of the public accounts. 


Mr. Drew: Mr. Chairman, I do not want to labour the point, but when you 
mention public accounts may I call your attention to the difficulty of obtaining 
from the public accounts anything like a comparable breakdown to the figures 
in the material which we now have before us. 

The Vick-CHAIRMAN: That is quite true. 


Mr. Drew: And there is no way in which any member of this committee 
can detach from the printed copy of the public accounts details for examination 
such as are available to us under the headings in this material now before us; 
and Mr. Bryce himself said on Friday that he is the only official of that depart- 
ment who has these figures before him, who could possibly prepare a statement 
of this kind. And if we are going to deal with the public accounts and try to 
reach our conclusions in regard to this manner of setting up the items, then we 
certainly will require another set of figures under these main headings covering 
the public accounts up to March 31, 1949, and perhaps for that reason, and so 
we will know where we are at, I will ask Mr. Bryce if he has those figures under 
the same headings covering the year 1948-49. 


‘Mr. Laneuois: Mr. Chairman, we are not comparing the same thing at all. 
Mr. Drew is trying to compare the figures given here in 1950-51 with those given 
for the years 1938-39. Unless I am seriously mistaken the figures under this 
column headed 1938-39, are actually expenditures and the other ones are only 
estimates. Now you cannot compare estimates with expenditures and that is 
why the comparison is not valid. As far as the other point raised by Mr. Drew 
is concerned, he says we will not be able to look into that. There is nothing to 
prevent any member of this committee when the time comes, that is, when we are 
studying the public accounts proper, asking what are the comparable figures 
for the same item for the years 1938-39, or 1948-49, or any other years and then 
establish a comparison of expenditures with expenditures and not expenditures 
with estimates. 


The Vice-CHatrrmMan: Mr. Langlois, I think you are quite right. I think 
we can satisfy Mr. Drew at the same time—which is perhaps a trick in itself— 
I think we can satisfy both of you that Mr. Bryce has no other figures with him 
and whatever figures Mr. Drew wants will ‘be made available to him by whom- 
ever will be called at that time. Mr. Bryce was not asked to prepare any other 
figures. 


Mr. Drew: I would not want that official to come forward and say he was 
not aware of what was asked of Mr. Bryce, and so I would ask Mr. Bryce to 
communicate with the proper officials so that the breakdown of the 1948-49 items 
covered by the public accounts now before us are prepared under the same 
headings as those contained in this sheet. 


270 ' STANDING COMMITTEE 


Mr. TuatcHer: Just on a point of information. Just what questions are in 


order now? If we cannot question on details now—I am not being facetious— 
I would like to know what we can ask. 

The Vicr-CHAIRMAN: We are on No. 8 or No. 9. You have before you 
for the first time in a manner you can examine and compare, the estimates of 
various years. In the past you had to look through the books and find those 
comparisons for yourself. Now you have that before you_and that is roughly 
what it entails—a comparison. When we get through with this and you know 
what it contains we will get to public accounts. 

Mr. Tuatcuer: In other words we cannot question on the details? 

The Vich-CHAIRMAN: You can, but the suggestion that Mr. Drew made I 
think was an unfair observation. 

Mr. Drew: What was unfair? 

The Vicr-CHAIRMAN: The suggestion that there was a figure under 1950-51 
ten times as great as the figure under 1938-39. I would point out however, that 
he is quite right in his multiplication. 

Mr. Drew: Mr. Chairman, we will get on much better if you do not become 
an advocate for a particular cause. I suggested a question which accurately 
reflects the figures, but I also suggest we will carry on this committee much 
better if you act as chairman and not as a special pleader for those who are 
trying to cover up accounts. 

The Vicr-CHAIRMAN: I am the judge as to how I will act as chairman, and 
I do not want any lecture from you. If you read No. 8 of the explanatory notes 
you will notice that the figure includes the movement of heavy equipment 
between camps and other establishments of the defence services and other 
aspects of the services which was much greater in 1950-51 than it was in 
19388-1939. 

Mr. Drew: Which does? 

The VicE-CHAIRMAN: No. 8. 

Mr. JoHNnston: Where are we going to get that information? 

Mr, TuHatcuer: Are we not wasting time? I had better withdraw that 
motion. I thought we could ask about the details of it, but if we cannot ask 
for details there is no point on our sticking on it. 

The VickE-CHAIRMAN: I read your motion, Mr. Thatcher, 


By Mr. Browne: 

Q. That column 1938-39 Mr. Langlois referred to, is it just a statement of 
expenditures or is that also estimates?—-A. That, also, is the provision made in 
the estimates. 

Q. I am wrong on that point. It is estimates, too? 

Mr. Laneuors: The question that was asked by Mr. Drew was: How is it 
that we spent so little in 1938-39 on this item and are spending so much in 
1949-50. We do not know how much was spent in 1949-50 because these are 
estimates. Maybe I did not make myself clear. Those are not expenditures 


there. Mr. Bryce is not even supposed to know if these amounts have been — 


spent either in 1938-39, 1949-50, 1950-51. 

Mr. Drew: I am a little inclined to think Mr. Bryce knows best what 
Mr. Bryce knows. 

The VicE-CHAIRMAN: Just a minute— 

Mr. Lanetors: I said he is not even supposed to know. 

The Vicn-Cuarrman: Mr. Browne has the floor. 
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Mr. Browne: I was going to ask whether Mr. Bryce could give us any 


| | explanation why the 1949-50 estimates are so much higher than the estimates 
for 1938-39? 


By Mr. Drew: 


Q. Let us get one thing clear. Are the 1949-50 figures estimates or 
expenditures?—-A. Estimates. 

Q. Up to March 31 of this year they are still only estimates?—A. What we 
have tried to compare here is like with lke, the estimates in each year for the 
same category. 

Q. Let us get this quite clearly. Are the figures for 1938-39 estimates 
and not actual expenditures?—A. Estimates, sir. 

Q. Then, it is quite evident nobody knew what they were.—A. I am sorry. 
I touched on some of these points rather hastily where I submitted the Tables. 
The 1949-50 expenditure figures are not yet complete because the books are not 
closed, so we could not put in the official expenditure figures for that reason. 
Moreover, in the estimate books we always put in the estimates for the previous 
year, rather than the expenditures, for purposes of comparison because it has 
been our understanding that that is what the members wish to see. 

This table is made up in just the same way, comparing the estimates with the 
estimates. We could quite readily furnish, with a certain amount of time, the 


actual expenditures given in any year previous to 1949-50 broken down in these 
categories. 


By the Vice-Chairman: 


Q. And the 1938-39 figures are what?—A. The 1938-1939 figures are the 
amounts voted by parliament for the purposes. 


Q@. Also an estimate?—-A. They are the amounts in the estimates voted by 
parliament for this purpose. 


By Mr. Drew: 


@. So we are dealing with exactly the same set of figures for those three 
years.—A. Yes. 


Q. So I think it is a proper comparison to make. 

Mr. RicHarp (Ottawa Hast): In any event, Mr. Bryce you would have 
details of those estimates for those three years, would you not? You would be 
able to show the reasons why the figures some years are larger than others, 
I suppose? 

Mr. JoHNstTon: He has all the information, so why not give it to us. 

Mr. Hansevt: As a matter of fact, if they are only estimates you would 
not find them in the public accounts. 

Mr. Jounston: The vice-chairman was wrong in that case. 

The Vick-CHAIRMAN: Not a bit of it. 

Gentlemen, we are considering the memorandum that we have before us, 
dealing with the question as to the groupings. Are we satisfied as to the group- 
ings?—that was the general idea of the memorandum. 

Mr. Wricur: Then the only question we can ask is with respect to the 
totals? 

The Vicr-CHAIRMAN: There is no reason why you cannot compare and 
comment on these figures, but the details for those figures are not involved at 
this time. 

Mr. Wricut: Still, Mr. Drew would be justified in saying that the estimates 
for 1950-51 were ten times more than the estimates were in 1938-39. 
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The Vick-CHAIRMAN: I said Mr. Drew’s multiplication was perfect, but he 4 


did not take into consideration what it contained in 1938-39 and 1950-51. If 

you read appendix B, paragraph No. 8, you will see what I mean. erg 
Mr. Wricut: We had troops then, we had an army but then we did not 

have as many. | 
The Vicr-CHarRMAN: Yes, I presume we had an ‘army then. You are right, 

Mr. Wright. ; 
We are considering No. 8. 


By Mr. Drew: 

Q. I must confess I am still in some doubt just as to what we should 
ask and how, but I would lke a detailed statement in exact words as to 
what is meant by freight, express and cartage. The memorandum, of course, is 
only a very general and brief memorandum.—A. I would have to pick out the 
main items that we have taken from individual votes and put in here to reveal 
where the increases arise. I could have a table of that sort prepared for the 
committee, if you wish, showing just where the increase in this item came in. 
The whole wide variety of government activities are larger in these days than 
they were pre-war, and, of course, the rates payable for freight, express and 
eartage are higher than they were pre-war, so the two elements, price and 
volume, are both increased. 

@. I would ask then that we have a statement on that showing the details 
that go into the making up of these figures. 

The Vick-CHAIRMAN: Of No. 8? 

Mr. Drew: Yes. 

The Witness: Do you wish all the details or a few dozen of the larger 
votes? 

Mr. Drew: I think, Mr. Bryce, it is a case of a reasonable breakdown 
so that we can know the kind of items that are included in here without 
necessarily the smaller variations, but I think the committee should know just 
where the increases come in. 

Mr. Fraser: And the total of each department, and what departments are 
not included? 

Mr. Laneuors: Would it be possible to answer those questions, Mr. 
Chairman. : 

The Vick-CHAIRMAN: Yes. 

Mr. Lanatois: Is it possible at the same time to get the average increase 
or percentage of increase in the personnel of each department concerned, 
especially in National Defence, comparing one period with the other? 

The Vick-CHAIRMAN: This would not cover personnel, would it, Mr. 
Langlois? 

Mr. Laneuors: I think the more personnel in the army, the more would be 
the increase in the estimates. 


The Vicr-CHatrMAN: I think Mr. Bryce understands what is asked of © q 


him and he will provide that information. If there is nothing else on No. 8 we 
will go ahead. 

Mr. Fraser: This covers teletype machines, does it? 

The Witness: That is No. 9. 


By Mr. Thatcher: 
Q. Mr. Chairman, I wonder if Mr. Bryce could say whether there is some 
overall rule as to how the various departments of government determine whether 
freight and passenger traffic goes by ‘C.N.R. or C.P.R.? I mean do they allocate 
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it on any fixed basis? Do they try and split it fifty-fifty?—A. I do not believe 
there is any regulation laying that down. To find out what the practice is in the 
various departments in that respect, I am afraid you will have to ask the depart- 
ments themselves. 

Q. But there is no overall rule for all departments?—A. Not to my 
knowledge. 

Mr. Fuurorp: Is there a general principle that goods are to be sent by rail 
rather than by truck? 

The Wirness: I could not tell you, sir, whether there is or is not. 

Mr. Browne: Mr. Chairman, I would like to draw the witness’s attention 
to the items on page 168 of the estimates dealing with travel, transportation, 
freight and express, where the two items seem to be mixed together. They are 
very large amounts, in fact, they are in the millions of dollars. It must have 
been necessary to break these up to get these figures that we have been supplied 
with. Do you see the items there: travel, transportation, freight and express 
$2,304,900? 

Mr. Lanciois: What is the heading please? 

Mr. Browne: Navy. 

The Witness: We have endeavoured to ascertain. from the departmental 
figures how that is divided as between these two items. 

Mr. Browne: And if you will look at the next page, under Army, you will 
see: travel, transportation, freight and express $3,859,845. And then, under Air, 
you will see the item, travel, transportation, freight and express, $4.768,466, in 
all amounting to about $10 million combined travel, transportation, freight and 
express. | 
Mr. Drew: Those do not cover the same things. 

Mr. Browne: No, but he mentions here heavy equipment. 

Mr. Drew: Travel of military personnel would not be included in item 
No. 8, would it? 

The Witness: No, sir, it would be in item No. 5. 

The Vich-CHAIRMAN: Now, we are down to item No. 9. 


Telephones, Telegrams and Postage 


Mr. HanseEtu: I think No. 9 is a more glaring example of the increase than is 
No. 8 for the reason that telephones, telegrams and postage surely have increased 
so much, in fact over ten times. Even granting our Defence Department is 
larger than it was in pre-war years, we have demobilized to some extent and it 


is certainly not as large as it was in the war years. Now, I do not want to 


follow Mr. Drew’s questioning all the way through on these items and have 
breakdowns of every telephone conversation and so forth, but it does seem to 
me that the business of government could not possibly be increased so much. 
There is almost ten times the amount spent now on telephones, telegrams and 
postage compared with 1938-39. Now, could we ask Mr. Bryce to give us the 
larger amounts in connection with No. 9? In the explanatory paragraph we find 
that family allowances have taken up $875,000. Well, that it is legitimate 
expense. We all know that that has come into operation since 1938-1939. The 
other two items that are mentioned here are $415,000 and $625,000. That is 
around about 1 million. There seems to be a tremendous increase. 

Mr. Lancuors: Mr. Chairman, I think Mr. Hansell has his answer right 
here in this table which was prepared by Mr. Bryce. He claims and rightly so, 
that there is an increase of practically ten times in telephones, telegrams and 
postage between 1938-39 and 1950-51. For example, if you look at item No. 38, 
you will see that in 1938-1939, we were providing $15 million for pay and allow- 
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ances in the defence forces and the R.C.M.P., whilst in 1950 and 1951 we are 
providing $131,689,714. We are providing almost ten times more. 


Mr. Tuatcuer: On a point of order, Mr. Chairman, I think we would like 
to question the witness. 


The Vick-CHAIRMAN: Well, Mr. Langlois was making an observation. 


Mr. Lanexuots: We have the information right there which members of the 
committee should read. 


The Vicn-CHAIRMAN: After all, Mr. Bryce has not got this information, but 


whatever information a member wants he can obtain for him. Can you obtain 


the information for Mr. Hansell, Mr. Bryce? 


The Witness: Yes sir, we could give some of the larger amounts that 


would give the committee information as to why it is that the government asks for 
it on a scale so much larger than pre-war. 


By Mr. Dréw: 

Q. Does that include an estimated figure for franked mail?—A. No, sir, 
franked mail is not included here. 

Q. Does that include any part of the amount that is paid to the railway 
companies or the Trans-Canada Airlines under a bulk sum for the carriage 
of mail?—A. No, sir, that is in item 26. 

Mr. Sanaa May I ask if there is any restriction on the use of long 
distance telephone calls? Who decides when there shall be a long distance 
telephone call and not an air mail letter? 

The Wrrness: We have looked into that question, sir, in an endeavour to 
cut down our long distance bills. It is exceedingly difficult to lay down any 
regulations as to when to use a long distance telephone because by the very 
nature of things you have to use it in exceptional circumstances. I may say 
we have materially reduced our long distance charges by putting in leased lines 


between here and Montreal and here and Toronto in the last year or two. That 


is one means of controlling long distance charges. We of the Finance department 
submit a vote, and you will find in the estimates the amount, for telephone 
services provided at Ottawa. Each department however, is responsible for their 
own long distance charges and they will have the responsibility for exercising 
control themselves in each case over the bills for the use of long distance phones. 
The bills are normally rendered the department monthly and they are reviewed 
not only by the officer who makes those calls but the departmental officer 
responsible for seeing whether or not long distance calls being made are necessary. 

Mr. Browne: Do you know how much is spent on long distance calls? 

The Wirness: We will get that eventually in the public accounts, but in 
making up the estimates we would normally review the probable requirements 
by departments for telephone, telegraph, postage and such things, in the light 
of past experience. In such a matter as long distance telephones it is exceedingly 
difficult to lay down any definite rules. 


By Mr. Fraser: 

Q. Would this item cover these lines?—A. Yes, sir. 

@. And you would pay for these leased lines?—-A. Yes, in the case of leased 
lines, they would be paid for by the Department of Finance and the cost would 
be divided and allocated in appropriate amounts to the department using them. 

@. And that is all charged?—A. It is charged to the various departments. 

(. You have only one leased line now?—A. I believe we have two leased 
lines to Montreal and one to Toronto. 

Q. And one to Toronto?—A. Yes. 

The Vick-CHAIRMAN: We are now on paragraph 10 (a). Printing and 
stationery. 
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_ Mr. THarcusr: I wonder if the witness could tell us how contracts are let 
for printing? 

The Witness: All printing is handled by the King’s Printer. 

_ Mr. THarcuer: And this figure is the amount of printing handled by the 
King’s Printer? Would that include contracts for printing? 

The WITNESS: No sir, those would be amounts that are charged to the vote 
of the King’s Printer and to other votes. This item includes public printing 
which is done under the control of the King’s Printer as well as contracts for 
outside printing. The King’s Printer would be the appropriate officer to give 
you detailed information about the awarding of printing contracts and general 
practice in that regard. I would not know sufficient about it to be able to give 
you a proper answer. 


By Mr. Fraser: 


Q. Is there any advertising included in this, Mr. Chairman? Would any 
of the advertising referred to in item 7 above, there, be included under this 
heading?—A. I believe No. 7 would cover all the advertising as such. As I 
pointed out on Friday, there is a dividing line there between the printing of 
reports and booklets, and there is an element of difficulty as to which side of the 
line such material would fall. 

Q. What about this matter of office equipment with respect to which I 
see you have no entry for 1938-39?—A. I am sorry, I should have perhaps 
made that clear. As a matter of fact, in respect to item No. 10 (a) in the column, 
we did not divide our records in the pre-war years so as to distinguish 
between the two. 

@. Well then, we have made some improvement in bookkeeping —A. Yes. 


The Vice-CHAtRMAN: All right, shall we take 10 (b). Office Equipment. 


By Mr. Thatcher: 

Q. I wonder if the witness could tell us whether or not all of the office 
equipment which War Assets had has been back into circulation in the various 
departments?—A. Not all of it, sir; we are still filling a large number of 
requisitions for typewriters from War Assets stock. , 

Q. Some check has been taken to make sure that they are not being bought 
elsewher?—A. That is particularly the case with respect to typewriters. Much 
of the other office equipment I believe has already been absorbed, but typewriters 
of course were a thing of which we had large supplies as a consequence of the 
war and these are being utilized when possible to meet requisitions from 
departments for typewriters. 

Q. But these departments have to check with War Assets on that?—A. They 
secure their typewriters from the King’s Printer and he fills their requisitions 
normally from War Assets stock unless they have requests for typewriters for 
special purposes of a nature that would not be suited by the typewriters he 
has in stock. 

Q. What about the other equipment like office tables and various things 
of that kind that War Assets handled, is there any general check on that? 
—A. I believe, sir, that that has been very largely done. I do not believe that 
any large supplies of equipment, other than typewriters, were held out. I think 
that most of those were cleared out in the years immediately following the war. 
The government was aware in the case of typewriters that they had supplies 
that would be available and continuing demands for some years and they 
especially wanted to get them used up. 


By Mr. Browne: 
Q. Are there any rules with regard to the calling of tenders for supplies 
of this kind?—A. You mean on office equipment? 


s 
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Q. And printing?—A. As regards printing, I do not know that the regula- 
tions require the letting of tenders, but the King’s Printer would be the proper 
authority to tell you what the practice is with respect to printing. 

Q. That comes under his department; and office equipment?—A. Yes; but 
with respect to the control over office equipment, that is a fairly close control. 
Normally any special requisitions for office machinery come before Treasury 
Board for review before the purchase is made. 

Mr. Cavers: Would that include international business machines and equip- 
ment of that type? 


The Witness: Yes, and I believe that that reaches quite a substantial figure. 


By Mr. Drew: 


Q. Before we pass on from that I have one question on printing and 
stationery. Is there any bulk buying of paper in the form of uncut sheets which 
have to be cut?—A. I believe there would be, sir. That again is a question of 
the practice followed by the King’s Printer in filling departmental requisitions. 

Q. And the King’s Printer would be the one to tell us?—A. Yes. 

Mr. WricHt: Does the department make any check on the disposal of used 
materials by the various departments? I believe in the construction of certain 
buildings and works there are lots of materials which are later disposed of. 
Are they disposed of by tender? Is there any check made on the disposal of 
used materials and surplus materials? 

The Witness: I can only answer that from memory, sir. I might perhaps 
say just this, that I know of a number of cases where used material could not 
be disposed ‘of at cost or better and in those cases reference was made to the 
Treasury Board to get authority to sell it locally, and in those cases I know 
the Board wanted to be satisfied that the best possible price was obtained and 
they have been sold by tender to the highest bidder. Now in other cases materials 
could not be sold at cost, and in a good many cases the normal procedure would 
be to turn it over to War Assets—which is now known as Surplus Crown Assets— 
and you would have to ascertain from them what their practice is with regard 
to disposing of such materials. 


Mr. Lanauors: Is it not the general practice now that all salvage ne 


or surplus material goes to the Crown Disposal Corporation? 
The Witness: Yes. 


Mr. Lancuors: I had an example in my own riding of the disposal of a tool 


shed. Tenders were called and 1 believe it sold for $65 through the Crown 
Disposal Corporation. I believe it has now become the general practice to dispose 
of all surplus materials through the Crown Disposal Corporation. 


The Vicn-CHAIRMAN: Are there any questions on 11 (a)? 


Buildings, Works and Structures—Acquisition or Construction, including 
Purchase of Sand. 


By Mr. Drew: 


Q. With regard to 11 (a), which is the acquisition and construction of 
buildings, works and structures, including the purchase of land, does this include 
the construction of all public buildings in every department?—A. We have 
endeavoured to include them all, sir. I believe going through the details, I noticed 
one item in No. 30 that might be this in indirect form. [I noticed that it includes 
the amount provided for the Fraser Valley Flood Control Board. That was 


used for construction in 1949-50. That is one of the borderline problems we | 


are up against because this was really a dominion contribution to an expenditure 
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_ by that board which was a joint dominion-provincial undertaking; it is subject 
_ to that sort of consideration, but it is intended to include all building and con- 
struction. 

. Q. Well now, are there any uniform requirements in regard to the way 
a arrangements will be made for construction; are there any uniform requirements 
in regard to the calling of tenders?—A. Well, the Public Works Act requires 
_ the calling of’ tenders for works contracts. I think there is some provision—I do 
4 not have the provision right here but I think it is section 36 or thereabouts— 
_ which states that tenders must be called; and there is another provision in one 
_ of the other statutes—I think it was the Reconstructoin and Supply Act, some- 
_ thing of that sort—which permitted contracts to be made by the Minister of 
_ Reconstruction and Supply, as it was then, notwithstanding this clause; but the 
_ Public Works Act does’ not require that contracts be made on the basis of the 
_ lowest tender; it requires that tenders be called and that contracts be let if not 
2 on the lowest tender on such terms as the Governor in Council may determine. 
? Of course, all major contracts are considered by the Governor in Council or the 
_ Treasury Board before being let. The practice in some other cases is that 
4 contracts of more than a certain amount should be approved by the Governor 
_ in Council before being entered into. 

: Q. I am interested in the mechanics of this, Mr. Bryce. I understood you 
_ to say there is provision in the Public Works Act for tenders being called in 
- connection with the construction of any public works and also that under the 
_ Reconstruction and Supply Act there was a special provision that certain 
- contracts could be proceeded with by approval of the Governor in Council 
_ without tenders being first called. There are other cases where in other 
_ departments which do not come under that exempting provision contracts 
have been made without tenders being called; and without in ary way 
touching upon the question of policy or otherwise, would the Treasury Board 
be called upon to examine the circumstances under which such contracts had 
been made?—A. In many cases, yes sir. 

Q. Well, let us take for example the sort of hospitals that have been con- 
- structed by the Department of Health without tenders. Now, what would be 
_ the procedure by which that would be done, would that be dealt with 
by the Treasury Board before progress payments were made?—A. Nor- 
mally, where contracts involve special circumstances they will, not in all 
cases but frequently, be referred either to Treasury Board or the Department 
of Finance for comment before the Governor in Council approves of them; and 
in those cases the contracts will go normally to the Privy Council office to be 
_ placed before the Governor in Council for approval and they will be in many 
eases referred either to the Treasury Board or Finance for consideration before 
_ the Governor in Council deals with them, for any observations the Department 
of Finance care to make upon the proposed contracts or provisions of them. 
_ That would be the normal procedure by which construction contracts of the type 
you speak of would be handled. 

Q. Are you in a position to speak, of your own knowledge, of the way 
in which any of these particular accounts have been dealt with, or would that 
- be some other official—A. I see a good many of the major items of this sort, sir, 
- but I do not recall any particular hospital case offhand. 

Q. Just merely as an example let me give you the new building at Moose 
- Factory; do you recall that place?—A. I am sorry, I do not. That was some 
years ago. 

Q. No, no.—A. The contract I believe was let some years ago. 

Q. No, their contract is going on now. 

The Vice-CHarrMan: Could we not deal with that when we come to the 
appropriate item in the public accounts? 
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Mr. Drew: There are others, but I gave that one as an example. 

The VicE-CHAIRMAN: He says he does not recall that. 

Mr. THatcHer: Do I understand that major buildings can be constractelea 
without tenders; 1s that it? Is that the policy which is followed there? 4 

The Witness: I think it is not a practice which is followed as a general 
policy but in recent years it has often ‘been exceedingly difficult to get contractors 
to do jobs; much more difficult than when conditions are normal. 

Mr. THatcHer: Why were they not called in this case? That seems Dry 
startling to me, if that is correct, on a major hospital. | 

The Witness: I cannot tell you from memory whether hospitals have been 
ee ce whether contracts for hospitals had been let, without tenders being 
called. 

Mr. Laneuots: Is it not a fact that one of the reasons for tenders not being 
called, or for contracts not being let by tender in 1945 to 1948, was the difficulty — 
in getting contractors to tender on a competitive basis due to the fluctuations in — 
the cost of materials? 

Mr. TuHatcuer: But they could call for them. 

Mr. Lancuois: Yes, they could call for them but they would receive no 
answer. 

Mr. Drew: But not in the case I mentioned. 

Mr. Lanetors: I know of a few cases where tenders were invited and no | 
replies received. I have personal knowledge of that. 

The WitngEss: Of which? , 

Mr. Laneuois: Of jobs being advertised and no tenders being received. : 

The Witness: I have known of cases where that has occurred and it became — 
necessary to let the contract by negotiation. | 

Mr. THatcHerR: On this question, do you know, Mr. Bryce, of any number — 
of contracts let during the last year where the lowest tender was not accepted? 

The VicE-CHAIRMAN: Now, wait a minute. I think every contract, every — 
advertisement of a contract contains the provision that the lowest or any tender — 
is not necessarily accepted. | 

Mr. THatcHer: That is not the question, Mr. Chayuman: 

The Vick-CHAIRMAN: But it relates to the question. 

Mr. TuHatcuer: But I want to get the information for the committee. . 

The Vicre-CHarrMAN: And I want to help you get that information, but you — 
would not want to trick this witness into a wrong answer. | 

Mr. Tuatcuer: No, no. 

The Vicn-CuHarrMAN: I think it is a fairly common provision with respect , 
to all advertisements that the lowest tender need not. necessarily be accepted. 
Would you agree with that as a general provision of advertisements, Mr. 
Thatcher? } 

Mr. TuHarcuer: Yes, but I was wondering; I don’t act understand the ; 
reason for that. 4 


The Vicze-CuatrrMan: Ask him the reason for that? 5 
Mr. TuHatcHer: What would be the reason for that? - 


The Wirness: There are a variety of reasons why the lowest contract might — 
not be accepted. One fact that is taken into account in many cases is the 
difference between, let us say, the type of equipment which one tenderer can’ 
supply which is not indicated as being available to another; then, too, there is the — 
question of technical judgment as to whether even though tenderer “X” may be ~ 
slightly higher then tenderer ‘‘Y”, who would bid a lower price, but he is better — 
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equipped technically to do the job; again there is the problem whether with 
certain contractors you would be certain of getting the work done satisfactorily, 
_ and so on. 
Mr. JoHNSToN: It is not always a question of policy. | 
4 The Witness: That is the important consideration; it depends upon judg- 
_ ment as to whether the lowest tenderer in fact has a sufficiently good record as a 
- contractor to justify the acceptance of a tender, 
Mr. Drew: A sufficiently good record, on what basis? 
_ . The Wirnsss: Let us say a sufficiently good engineering record. 
q 5 

The VicE-CHAIRMAN: Yes, or performance record. 
The WiTNEss: Yes. 
Mr. Drew: Those were not the reasons I had in mind. 


Mr. Tuarcuer: I would still like to get an answer to my question. I would 
_ like to know whether there have been major contracts where the lowest tender 
has not been accepted. Now, Mr. Chairman, if that is not a fair question I will 
_ withdraw it. 

; The Vice-CHarrMAN: If he knows. 

; The Wirness: In regard to the estimates, sir, of course we do provide in 
_ advance for contracts. Now, you would have to go to the public accounts to 
_ get the details as to whether there were major contracts—it all depends on what 
_ you have in mind. 

_ Mr. THatcuer: Are you saying that you don’t know, or do you mean that 
you do not think it would be proper for you to answer? 

§ The Wirness: I think that would really be a matter of the particular 
minister concerned. 


3 Mr. Lancuots: Is not that one of the difficulties you have where tenders are 
_ called; where you have a new contractor, someone who is bidding for the first 
_ time, you have to make a thorough investigation as to his financial as well as his 
engineering standing, you have to ascertain his capacity to carry out the contract 
if itis awarded to him? I know of cases in my own riding where contracting 


‘ firms went bankrupt. 
’ Mr. JoHNSTON: Yes, I have a couple of them in my riding too. 
: Mr. Laneuois: And is it not also important to examine the details of each 


bid? For instance, you may have a contractor who puts in a price which on the 
- face of it is ridiculously low, and you know that he cannot possibly meet the 
_ terms of his bid. Let us assume for the sake of argument that the lowest tenderer 
_ may have obviously made a mistake in calculating his price and it is obvious that 
he cannot do the contract successfully. Is that not the sort of thing you are 
talking about? | 
A. The Witness: It is a fact, sir, that the financial as well as the engineering 
- eapacity of the contractor has to be taken into account. 
_ Mr. Ricuarp: In any event, the proper one to answer the question would 
be the Public Works Department—the deputy minister or the minister? 

The Vicke-CHAIRMAN: Yes. 

Mr. TuHarcuer: I understood that Mr. Bryce was the official of the Treasury 
- Board who would have to do with these contracts. Would it not be much simpler 

for him to give us the information than to have to bring the ministers and officials 

_ of the departments here to give us the details? I think there is a question of 
policy involved here. If money can be saved by calling for tenders on these 
various buildings, if any saving can be made for the taxpayers of Canada 
through the adoption of a general practice of tendering, I think we should 
examine into it carefully with a view to making a recommendation. That is 
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why I wanted to know from Mr. Bryce specifically whether he knows of any : 


cases of any major works where the lowest tender has not been accepted. 


The Witness: When you say any major building I do not know just what — 
you mean, but there undoubtedly have been buildings built or special construc- — 
tion projects undertaken in recent years where it has not been done on the basis ‘. 


of awarding the contract to the lowest tenderer. 
Mr. THarcHer: Can you tell us of any specific instance? 
The Witness: No, I cannot do that from memory. 
The Vick-CHAIRMAN: He would not be the one to give you that information. 


We can bring the Deputy Minister of Public Works here to give you that, he — 


would be the man. 


Mr. Tuarcuer: What about this hospital which was mentioned by Mr. | 


Drew; wouldn’t that be built by Public Works? 
Mr. LancuLois: No, Indian Affairs. 


The Vice-CHAIRMAN: No, it wasn’t Indian Affairs, it was the Department ‘ 


of National Health and Welfare, I believe, who undertook it. 


instances. 


Mr. Drew: They definitely did not in this particular one and there are — 


many others. There is also the hospital at Sioux Lookout. 
The Vick-CHAIRMAN: Yes. 


Mr. Drew: Which has been built without tenders, and that is not handled ; 


by the Department of Public Works. 
Mr. Laneuois: Is that not under Mines and Resources? 
Mr. Drew: No, under National Health and Welfare. 


Mr. THatrcHer: Would Mr. Bryce be able to answer this question? Would 
Mr. Bryce think the people of Canada could save money if the government — 


always built these things by tender. 
The Vick-CHAIRMAN: That is not a question for Mr. Bryce. 


Mr. TuHatrcuer: Isn’t he a Treasury Board official? I am just asking him 


his opinion. 


The Vicr-CHAIRMAN: That is not what he gives opinion on and he should 


not be asked that, he may not be qualified to answer. 


' Mr. THatcHER: There may be a chance there where we could save millions — 


of dollars for the taxpayers, and, if so, let us find it out. 2 

The Vicb-CHAIRMAN: I] am as anxious as you are to get that information, 
but let us have the proper officials here who can bring it to us. 

Mr. THatcHer: Well then, who is the proper official? 

The Vick-CHAIRMAN: The man who is in charge of buildings. This man 
is in charge of figures. 

Mr. THatcHer: Well then, would that be the Department of Health and 
Welfare? 


The Vicr-CHatrrMAN: The Minister of Health and Welfare has already 
made a statement on the floor of the House as to why tenders were not called 


in connection with the construction of that particular hospital. You will recall — 


that Mr. Diefenbaker asked a question and Mr. Martin made a statement which 
appears in Hansard as to why that course was pursued with respect to the 
hospital at Moose Factory. 


Mr. Wricut: Mr. Chairman, do all the departments have to go before the a 


Treasury Board for approval, in the first instance, of these projects? 


The Witness: They do not do it invariably, but they do it in many q 
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The Wirness: No, not necessarily, sir. It is the Governor in Council, the 


_ cabinet, which gives formal consideration to these recommendations, who would 
have to approve contracts under the terms of statutes. Occasionally they will 
come to Treasury Board for consideration before they go to the Governor in 
_ Council so that they may be looked at and we would have our officers go into 
_ the financial details and secure more material from the department if there were 


special problems involved in regard to them. 
Mr. Wricut: And who decides whether they are to go before the Treasury 


Board or the Governor in Council? 


The Witness: That would depend on circumstances, sir. In a good many 
instances the Clerk of the Privy Council would, in some cases, refer it to us or 
to the Department of Finance, or it may be that a particular minister would 
pont to have it sent to Treasury Board for consideration before it goes to 

ouncil. 


By Mr. Langlois: 
Q. In answer to a previous question you said, if I understood you correctly, 


that it was general policy to call for tenders and to accept the lowest tender 


but that at times there were exceptions and the lowest tender was not always 


taken, and also that on occasion no tenders were received. Now, my question is 
this, Mr. Bryce; can you tell us the practice followed by the Department of 
Public Works when they have a building to construct here in Ottawa? Let us 


say they decide to call for tenders and they call for tenders and tenders are 
received. I understand they make a recommendation to Council. Now, is such 


a contract sent to the Treasury Board for approval before the granting of the 


contract?—A. In many cases that is so, sir; but not in routine cases. 
Q. That is the general procedure?—A. I would not say it is general but it 


is a frequent procedure, particularly in cases where there are unusual problems. 
_ For instance, there may be a substantial financial problem in connection with it. 


Q. Let us suppose that tenders have been called and on review of the 


- tenders Public Works recommend that the second lowest tender be taken instead 


of the lowest. In such a case would the general practice be to refer such a 


selection to the Treasury Board for approval?—A. I could not tell you how 
~ general that is, but it does frequently occur. 


Q. Would you mind checking that up? 

The Vice-CuHairMAN: He says it frequently occurs. How much better 
could he say that? 

Mr. Lancuois: He says that happens frequently, but I asked him if that 


was the general practice. 


Mr. Tuatcuer: Mr. Bryce says that frequently happens. 

Mr. Lanctois: Is that practice frequent enough to call it general? 

The Witness: I am sorry, the word “general” often implies the invariable 
' practice. 

Mr. Tuarcuer: It either is the general practice or the exception. 

Mr. Lanetors: Yes, I wanted to know which is the rule and which is the 
_ exception. 


a* 


The Wirness: I see the ones that come to the board, sir; I do not see those 


| that do not and for that reason I cannot tell you what the proportion would be. 


Mr. Tuatcuer: The better term is “occasionally”. 
The Vice-CHairMAN: Everybody has a term but the witness. Just one 


~ minute. Mr. Blue has the floor. 


4 
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Mr. Buus: In cases where the lowest tender was not accepted I suppose they 
take into consideration that he has not the necessary equipment to do the Job. 
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The Vice-CHAIRMAN: That was the point he made, he said that. | 


The Wirness: When it comes to the Department of Finance, if the lowest 
tender has not been accepted we send for the reasons why the contract was not 4 
given to the lowest tenderer. 


Mr. Tuarcuer: If what Mr. Bryce said to Mr. Langlois*is correct, thent : 
I still would like him as a treasury official to tell me whether he thinks that — 
money could have been saved if the lowest tender had been taken in all cases in” q 
the last year. I am not casting aspersions on anyone. He must have seen some — 
of these contracts. For instance, were there some buildings constructed for a — 
contract price of $500,000 when they could have been built for the lowest tender, — 
say, $480,000? j 

The Vick-CHAIRMAN: Will somebody let the witness answer a question? 


The Wirness: That concerns the substance of matters that come before 4 
the board and I am not sure that it is proper for me to testify as to that. } 


By Mr. Johnston: Bt 

Q. When Mr. Bryce was speaking of contracts, he spoke about the security — 

of the contractor in regard to ‘building, and he said that security is required — 
of a contractor. On major contracts is a contractor required to put up some ~ 
form of security or is he bonded, or is there just no record of that?—A. A 
security is required to be given by contractors under various statutes but not all — 
statutes that authorize the government to enter into contracts for this work. = 
Q. Could you say what type of a contract it is where no security is required, — 
just to differentiate from what you have said there?—A. I could not say from — 
memory just in what cases they are not required. I know, for example, that — 
for a lot of small contracts in recent years involving small amounts of money, — 
it has not been possible to get small contractors who could and were willing — 
to furnish security, because it involved their putting up capital. In some of these | 
cases the various departments or ministers have accepted a security bond from — 
a bonding company. ,: 
Q. I would recommend that.—A. It is not general, it has not been regarded — 

as satisfactory as having cash or securities, government securities, for example, — 
deposited. ‘a 
@. When I asked my question I said major contracts. You are now refer- — 
ring to smaller contracts. It may be necessary when you consider a small con- ~ 
tract, I can appreciate that, but when you come to contracts of say around — 
$100,000—-A. There are many small contracts in tens of thousands of dollars. 
Q. I can quite understand one costing $5,000 or $10,000 but when you get — 

up to $50,000, or $100,000, is it invariably the rule before these contracts are 
proceeded with that the contractor gives some type of security, as you have 
suggested?—-A. I do not think it is invariably the rule because of difficulties © 
in recent years of getting contractors to undertake work. 4 
@. Do you mean to say in recent years because of the difficulties of getting — 
contractors to perform this work that even on all the major jobs of around © 
$100,000 or $80,000 there has been no protection taken regarding the depositing — 
of security ?—A. I would not say there has not been any precaution taken but it — 
is not always possible to find a contractor who would take a contract and ~ 
furnish security. FA 
Q. Even a $100,000 contract?—A. It is difficult to speak from memory buts 

I think that would be the case. : 


By Mr. Langlois: q 

Q. In the case of public works is it not the general rule to require a ten 

per cent deposit in bonds of the Dominion of Canada, or bonds of the Canadian — 
National Railways guaranteed by the Dominion of Canada, from any contractor, — 
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to be filed with his tender? Is that not the requirement in Public Works tenders? 


_ And is it not also the general practice with all contractors when they purchase 


materials, and the materials are sent on the spit where the construction work 


Bis being done that only fifty per cent is paid in advance and the remaining fifty 


per cent is paid only when that portion of the work has been completed to the 
satisfaction of the department, and that even on top of this, before this final 
fifty per cent is paid, ten per cent is retained as a holdback on the whole 
contract? In other words the contractor is paid in full only after the whole 
building or wharf has been completed or.approved by the engineer of the 


| . department, is that not so?—A. It is usually the case that there are holdbacks. 


It is difficult for one seeing hundreds of these things a year to say such and such 
is invariably the case. It certainly is the policy to have a holdback. 


The VicE-CHAIRMAN: Mr. Browne. 


Mr. Browne: Mr. Chairman, I wonder if the witness could breakdown those 
figures. That is the fourth largest item in the estimates, $168 million. It would 
_ be interesting to know how much of that money is outside of Public Works. The 
auditor general drew our attention to several votes in the Department of Agricul- 
ture estimates and I direct your attention to one item on page 74, where there are 
only ten people employed in the department. It is. listed under science service 
on page 74. The amount of the item is $984,950, being for acquistion or con- 
struction of buildings and works. Now, there are several other votes in the 
estimates like that. Do these come before you on the Treasury Board—I mean 
the applications to construct these buildings—or do they go ahead ena 
and build them? 


The Witness: The proposals for the estimates come before the board. 


By Mr. Browne: 


Q. I know that, but I am speaking of the work, the letting of the contract? 
_—A. In some cases but not in all cases they may go direct to the Governor 
in Council. 

Q. Could we have a breakdown of that figure, Mr. Bryce?—A. A break- 
down of $984,000? 

Q. No, of the $168 million, by departments?—A. Yes, I should think so, sir. 


The Viczr-CHairMAN: By departments? Did you say by departments, Mr. 


' Browne? 


Mr. Browne: Yes, by departments. I should imagine he has that informa- 
tion in his files now. 

Mr. Jounston: In your answer to Mr. Langlois a moment ago, Mr. Bryce, 
I understood you to say that it was the practice that fifty per cent. of the cost of 
materials was held back by the government until the work was completed and 
then a further ten per cent was held back. 


The Vice-CuHarrMAN: He did not say that— 

Mr. Jounston: Let him tell us what he did say. What did he say to 
Mr. Langlois? 

The Witness: What I recall I said was that it was the usual practice to 
have a holdback on contracts until the work was completed and inspected and 
it was evident the contract had been satisfactorily carried out. 

The Vice-CHArrMAN: What was your remark in regard to the cost of material 
that was sent out? 

The Witness: I could not tell you the exact formula for determining the 
holdback. 
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By Mr. Johnston: | | 

Q. Is it not a fact that that may be done in some cases but it is not done am 
in all cases of major contracts? Is it actually a fact that it is not done in all | 
cases of major contracts? 

Mr. Lanatois: I do not know of any case. 

Mr. JoHNsTON: I can tell you some. a 

The Vicr-CuairMaNn: Just a minute, it is the witness who either knows or _ 
does not know. Do you know, Mr. Bryce? a 

The Wrrness: I would not know whether it is done invariably in all cases 
of contracts. 

The Vick-CHAIRMAN: The witness says ‘he does not know. \ 

Mr. Laneutors: Mr. Johnston says he knows of some cases. I would like a 
to know what cases he knows about. 

The Vice-CHamrMAN: The witness cannot answer that question. 


; 
‘$ 
iy 


By Mr. Fraser: 


Q. What control have you on the repairs to the east block where they have _ 
spent over a million dollars already? Is that cost plus or do you not check on — 
that?—A. Well, we have seen the items come up in the estimates from year — 
to year. 

Q. It is only in the past year that this repair work has been going on.— — 
A. I think there have been estimates for at least two years or more to provide — 
for this work, but my understanding is that it is often exceedingly difficult to — 
get tenders for the repairs of old buildings because until the work is under way 
it is frequently quite impossible for the contractor to know what the costs 
are likely to be. He may discover some old beams that are unsound and have 
to be replaced, and things of that kind. a 

Q. Is it that they do not have the plans and specifications ready?—A. That 
is sometimes the case. a 

Q. It is not likely in an old building like that that a beam may be rotted. 
In a building like that very few of the beams will be rotten, especially there ~ 
where they have heat on all the time. It.is on the cost plus basis. That is the 
way some of the building contracts have ‘been let, am I right?—-A. There have 
been contracts on that basis. 1 

Q. Is it cost plus five per cent or ten per cent?—A. It is more often cost — 
plus a fixed fee. 

Q@. Does your department check on the cost in a case like that?—A. I 
believe it would be the comptroller of the Treasury, cost division, that would 
do that. 3 
Q. They have experts in there who know the costs of materials at the 
present moment?—A. Yes, they have regular cost auditors. a 

Q. That know construction work?—Yes. 


By Mr. Langlois: } 

Q. To follow Mr. Fraser’s questions: in the case of a cost plus contract 
is it not a fact also that the Treasury Department have their own accountants 
on the spot where the contract is being carried out to check on this cost?4 
A. Yes, they have accountants in various parts of the country who are able 
to go in and make an on-the-spot check. 

Q. Is it not also a fact in those cases of costs plus contracts the contractor 
is supplied by the Treasury Department with a schedule showing the charges he 
should pay for the rental of a truck, for example, at so much per hour, the 
rental of a steam shovel should be so much an hour, and that he is closely 
checked on all these expenditures and has to follow that schedule pretty rigidly, 
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which is prepared by the Treasury Department?—A. I could not say if there 
are general schedules to be followed in all cases. I know there have been schedules 
as to permitted rates in equipment rentals and things of that sort. 

Q. That is what I have in mind. 

The Vice-CHairMan: Gentlemen, item No. 11 (b). Maintenance and 
Repairs. I think we have perhaps covered that. 


12 (a). “Acquisition or Construction of Equipment.” 

__ Mr. Tuatcuer: Mr. Chairman, one question on that. I was wondering 
if Mr. Bryce could tell the committee what regulations there are in regard to the 
operation of motor vehicles? I see in 12 (a) that is included here. 

The Vick-CHAIRMAN: Operation or acquisition? 

Mr. THatrcHer: This is Just acquisition? Who can get a motor car in the 
various departments? 

The Vice-CHairMAN: I believe you send in a requisition. 

The Witness: We have, sir, a committee of senior officers that reports to 
the Treasury Board authorizing either the acquisition of a new car or the 
replacement of an old car. They review the requests of the department in 
some detail in terms of the need for the car, and they go over the tenders the 
various departments receive for the purchase of cars, and authorize the purchase 
in accordance with the tender. 

Mr. THatcHer: Are you on that committee? 

The Witness: No sir, there are three or four senior officers on it. 

The Vice-CHAIRMAN: Do you buy all makes of cars? 

The Witness: The general practice is to buy the coach models, they being 
normally the cheapest model, of whatever make is available at the lowest price 
in the vicinity. 


By Mr. Thatcher: 

Q. Do they buy those from the various dealers across the country or do they 
buy them locally ?—A. I believe it is true to say of the Department of National 
Defence, that they ‘buy theirs direct from the manufacturer. They are buying 
wholesale, so to speak. Some departments buy from local dealers. 

Mr. Lanctois: They get what is called a fleet rate on those cars? 

The Vicn-CHAIRMAN: Following the question, ordinarily the cars are 
bought locally. 

The Witness: That is right. 

The Vicr-CHAIRMAN: Except in the case of National Defence who buy 
them— 

The Witness: They buy in large contracts. 

Mr. Lancuors: That is what I had in mind. Even if they buy them locally 
the local dealer has to give them a fleet rate. 

The Vice-CuairMAN: For National Defence? 

Mr. Laneuois: No, for all departments. 

The Vicr-CHarrman: Anything further? 


By Mr. Thatcher: } 

Q. I was just wondering on the subject of cars, is there a big quantity of 
ears purchased in a year?—A. There would be quite a considerable number 
bought in a year. Various departments have quite considerable numbers in all. 
Q. I was just wondering, if the Department of National Defence can buy 
directly ata wholesale price, why the other departments could not do the same? 
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The Vicr-CHAIRMAN: It is to keep people like you in business. I do n0e% 


think the manufacturer will sell that way. I do not think a firm will sell under _ 4 


those circumstances. Their dealers must stay in business. If the government 
starts buying on that basis what about the local people? | 

Mr. Lanatois: It is a matter of service. 

The Vicn-CHairMan: National Defence buys in very large quantities, — 
perhaps, even, a special vehicle. 


By Mr. Drew: 
Q. What actually is the regulation in regard to the buying of motor cars 
by different departments?—A. We have regulations, but I could not give them 
to you from memory. I could provide them to the committee to have them 
incorporated in the record, though. a 
Q. I am directing my question to the fact that it has been stated that the 
Department of National Defence is buying on one basis and other departments ~ 
on another. This relates back to a question I raised before of the possibility 


of having a purchasing branch covering all departments. Is there any regulation 


that you know of that differentiates between one department and another in _ 
regard to the manner in which motor cars are acquired?—A. Yes, the regulations 
require a particular procedure to be observed for purchasing. There is a broad — 
policy to be observed for purchasing cars in general, but this does not apply to — 


the Department of National Defence, which buys through the Canadian Com- | 7 
mercial Corporation directly from the manufacturers. Whether there are other ~ 


exceptions of a lesser nature to that regulation I could not tell you offhand. 


I know there are occasions when an officer abroad may want a car and it may be 
possible’ to buy it more cheaply on the site than to have it shipped out, but at the 


present time I cannot recollect any exceptions offhand. The reason for making ~ 
a particular exception is that it is basically a question of policy; the policy of 
the government has been to purchase its cars locally. 


Mr. Lanciors: There is also the question of trade-ins. If the department 3 


concerned has a car to turn in and it is worth, say, $600, and that car is located _ 
in Halifax, it is better to do business with the Halifax dealer than it is to ship ~ 
that car to Oshawa or Windsor in trade for a new car. | 


Mr. Fuurorp: It is also a matter of getting service on it. The armed ~ 
services service their own cars whereas the other departments are dependent — 


on the local dealers and the local service station to service them. | 
Mr. Drew: If they got that other repair done locally they would be paid — 
for it. Anybody who does it for them would be paid for it. The fact that the — 
army does its own repair work and the others have to get it done for them 
should make no difference. 7 
The Vice-CHatrMAN: Is it fair to say that the Department of National ~ 
Defence would be buying a different sort of vehicle than other government — 
departments ordinarily would buy? 
The Witnxss: Not necessarily, sometimes they buy the same type. 


By Mr. Richard (Ottawa East): 


Q. There is a committee, in any event, in the government that supervises . 
the purchase of cars?—A. Yes. -s 
@. I have heard of regulations made by that committee to the effect that — 


a car must have gone 100,000 miles before a new car can be bought. Now, we oe 
have had the Royal Canadian Mounted Police trying to chase up-to-date cars 


with a 1939 Plymouth, say, with 50,000 miles on it, and naturally they can get — 
no speed out of that kind of car at all. That is why I have an objection to that 
committee and their regulations. There should be no such rule to say that there © 
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-must-be 100,000 miles on a car before it can be traded in—A. I should say the 
requirement that a car must have some 100,000 miles before being replaced 
was a regulation that was put into force when there was a great shortage of cars 
and a great demand for them, and the government felt it should not replace 
those old cars as long as it was able to have satisfactory service out of them. 
Some exceptions were made in the case of the Royal Canadian Mounted Police, 
for example, where it was pointed out their cars had to be fast. 
Q. But the rule still stands?—A. The rule still stands but a number of 
exceptions have been made. 


The Vick-CuHairMAN: It looks as though the exceptions stand. 


By Mr. Macdonnell: 


Q. I have an important question to ask. I do not know whether the witness 
can answer it. I wonder if there is any better means in peace time as compared 
with war time for regulating the number of cars that staff officers could have? 
In war time it was a source of indignation to the rest of us to see the way they 
used motor cars. In Ottawa, the number of cars belonging to the Department of 
National Defence that I see floating about is quite numerous. Have they any 
means of rationing that?—-A. They do have their own regulations and arrange- 
ments, and they would have to testify to that. 


~The Vice-CHairMaNn: Staff officers make those regulations, Mr. Macdonnell. 


By Mr. Fraser: 

Q. Would Mr. Bryce break this down for us? You could break this down 
for us, Mr. Bryce?—A. 12 (a)? 

Q. Yes?—A. By what means would you like it, by departments or major 
votes where these appear? ‘There are little types of equipment in hundreds 
of votes. 

Q. Departments would be all right. Show what they have got. 

The Vice-CHarRMAN: All right 12. (b). Maintenance and Repairs of 
Equipment. 

I think we dealt with that a few minutes ago. No. 13. 

The Witness: Before we leave 12 (a). A question was asked about it, 
-and I should say that I shall have to ascertain from the Department of National 
Defence whether there is any objection on security grounds to breaking down 
the figures. 

Mr. Fraser: I would not think they would have any objection to that. 

Mr. TuHatcuerR: Before you leave this. There might be a saving that could 
be made here. We should explore further the Department of National Defence 
purchasing of cars to find out what it is saving by buying direct from the 
manufacturer and also why the other departments are not doing that. There 
might be something worthwhile found by looking into it and I suggest at a 
later date we go into this in greater detail. 

The Vice-CHAIRMAN: The matter will come up in the discussion of the 
Public Accounts. We will have someone here from the department and you 
can ask him. 770. 13. . 


Rentals of Property. 


By Mr. Drew: 

Q. On this question of rental of property my question on this relates back 
to the question I asked earlier: Where in the accounts, either in the estimates 
or in the public accounts, can I find the rental of some of these producing 
properties to which I referred the other day?—A. Paid by the government? 
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Q. No, paid to the government.—A. That would come under revenue and 
I think where we rent a portion of a building that is owned and used by the 
government you would find it under the department responsible for that building. 
Normally, Public Works have a building as a whole. The surplus presumably 
will be held by the War Assets or the Surplus Crown Assets and rented on behalf 
of the government, and the revenue would come in as part of revenue from the 
Surplus Crown Assets Corporation. 

Q. Does that in any way show a cross entry in relation to the amounts paid 
out for rentals by the government, or is that separate?—-A. Those are the rentals 
paid by the government for property owned by others and rented for govern- 
ment purposes. We have not set off against that any revenue from rentals. There 
may be some, because often we may have space available in a government 
building that cannot be used. | 

Q. Perhaps this would be the proper point to ask this. Under which of 
these items will be included the properties to which I referred the other day, 
such as the mines that the government took over, El Dorado, the aircraft plant 
and other property of that kind?—A. In assets held by the government. It 
would be listed as assets, and there would be an estimate to cover them. 

Q. Where are they entered?—-A. In the accounts. 

Q. Yes, but where does one find them?—A. The assets of the government, 
other than active assets are generally not included in the balance sheet of the 
dominion, with these: exceptions: that loans and investments other than those 
treated as active are included in the balance sheet, down in the last portion of 
the assets side of the balance sheet, and the assets created by those expenditures 
in the estimates that are labelled capital are shown as asset. But there is not 
a very clear line between other items of expenditures or estimates that. create 
assets. 

@. As I understand it, property owned by the government on behalf of the 
people, such as the parliament buildings and large public buildings such as the 
dominion public buildings in cities hke Montreal and Toronto are not listed 
separately in any item in the accounts, are they?—A. The parliament buildings 
here, sir, are. 

Q. Are they?—A. Rather exceptionally. 

Q. But this is an exception, is it not?—-A. Yes, generally speaking, our 
public buildings are not valued and listed as assets. The amounts are shown,— 
I think it is $30 millions, but I am not certain of that. 

Q. I do not want to labour the question now, but of course, if you are 
looking for it...—A. It is in schedule K on page 17. It is a long schedule. I will 
have to find it within that. 

The Vick-CHAtRMAN: We will leave that as an unanswered one. 

Gentlemen, I have a motion to adjourn. 

The Wirness: It is in the middle of that last group on page 18, government # 
buildings, Ottawa. * 

The Vick-CHAIRMAN: Gentlemen, I have a motion to adjourn. 

We will adjourn to meet again on Wednesday, May 10, 1950, at 11 o’clock. | 


v 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Wepnespay, May 10, 1950. 


The Standing Committee on Public Accounts met at 11 o’elock am., the 
Vice-Chairman, Mr. D. A. Croll, presiding. 

Members present: Messrs. Anderson, Benidickson, Blue, Boisvert, Brisson, 
Browne (St. John’s West), Cauchon, Croll, Drew, Fleming, Fournier (Maison- 
neuve-Rosemont), Fulford, Fraser, Gauthier (Portneuf), Hansell, Helme, Kirk 
(Antigonish-Guysborough), Langlois (Gaspé) Macdonnell, Picard, Prudham, 
Riley, Sinclair, Thatcher, Thomas, Winkler, Wright. 


In attendance: Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


The Committee resumed consideration of the summary of the estimates 
for the fiscal years ending in 1951, 1950 and 1939, and the explanatory notes 
covering the items detailed therein, tabled by Mr. Bryce on Friday, May 5, and 
printed as Appendices A and B to that day’s minutes of proceedings and evidence. 

Examination of Mr. Bryce was continued. 

Mr. Bryce tabled a statement showing a breakdown of certain items in the 
summary of the estimates, which is printed as Appendix A to this day’s minutes 
of proceedings and evidence. 

At 1 o'clock p.m. the Committee adjourned until Thursday, May 11, at 
4 o’clock p.m. 


A. L. BURGESS, 
Clerk of the Commuttee. 


CORRIGENDUM 


Minutes of Proceedings, April 25: The name of Mr. Fleming to be included 
in Members Present. 
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Government 


ae ; | Obs Publications 
: MINUTES OF EVIDENCE 
. Hovusr or ComMons, 
' | May 10, 1950. 
' _ The Standing Committee on Publie Accounts met this day at 11 a.m. The 
Vice-Chairman, Mr. D. A. Croll, presided. 


. The Vicr-CuatrMan: Gentlemen, we have a quorum. At the last meeting 
some questions were asked and Mr. Bryce said he would prepare some answers 
_ to them. He has some answers available now for some of the questions, not all, 
and if you would like— 
Mr. Benipicxson: Before we proceed any further with hearing evidence 
_ from the present witness I rise on a question of order and privilege. I was not 
_ present at the last meeting of this committee because of fact it was mecting 
_ at the same time as the Old Age Pension Committee. However, following my 
reading the newspapers, I obtained a copy of the stenographic transcript of that 
meeting. I was astonished to read in the newspaper that in the evidence before 
this committee it was stated that a hospital in my constituency was con- 
structed by the federal government without calling for tenders. It would appear 
that this information came from the witness who is before the committee. 
However, I have checked the transcribed evidence very carefully and I find 
that the only justification for spreading word of this throughout the country 
comes from an irresponsible statement by Mr. Drew in about three words, 
and that is the only justification whatsoever for the newspaper account. 

I am a member of the steering committee, Mr. Chairman, and it was my 
idea that this committee would be calling witnesses from the various departments 
at certain stages who were able to give us some information about these various 
things, but I take very strong objection to members of the committee making 
statements that are not responsible, and I think that they should not be made 
until we have before us witnesses who can tell us something about these subjects. 

Mr. Drew: I take equally strong exception to the statement that has been 
made. We have been trying to get information, with great difficulty, from these 
records and from the department, and the way to avoid the necessity of com- 
plaining about the answers that may be given to questions is to set out all the 
facts and let us have them; and I certainly do not intend to have my questions 
here described as irresponsible especially by.a member of the committee who 

was not here. . 

Mr. Benipicxson: I have read the evidence and I think if newspaper 
accounts had been clear that the evidence came from Mr. Drew and not from 
the witness— 

Mr. Drew: I was not giving evidence. 

Mr. Benipicxson: I will read it. The witness had already established he 
was not in a position to give evidence on this subject and then the evidence was 
given by the leader of the opposition. I will read him the evidence. There is a 
question by Mr. Thatcher asking Mr. Bryce whether he knows of any case 

_ where the lowest tender has not been accepted and this is the witness’s reply: 

When you say any major building I do not know just what you mean, 
but there undoubtedly have been buildings built or special construction 
projects undertaken in recent years where it has not been done on the 
basis of awarding it to the lowest tenderer. 
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Mr. THatcHer: Can you tell us of any specific instance? 

The Witness: No, I cannot do that from memory. a 

And then, the only justification for the newspaper account is, as I say, — 
evidence given, not by the witness, but by Mr. Drew. He refers to something at 
Moosonee and then he says: | 
. and tenders were not called for a hospital at Sioux Lookout. 


I just want to submit, Mr. Chairman, that if the public had known it came _ 
from that source and not from the witness they probably would not have given 
it any more attention than they did during the last election. 

Mr. Drew: Mr. Chairman, we will not get any further if we are going 
to have these contemptible political comments. ig 

The Vick-CHarrMAN: Gentlemen, let us both stop using strong words. — 
Every one will admit that we got off the rail a little at the last meeting, we 
got into departments much before we should have, and we did not have the 
proper officials; there is no question about that. The one thing, Mr. Drew, I think | 
we must get cleared up for the members of the committee, is that any facts that — 
any member of the committee requires will be made available to him, and every 
official, as far as I know, is available to come here at the request of the com- 
mittee and answer for his department. Mr. Bryce came here for the purpose of _ 
doing a special bit of work for us, that he was required to do, and I think he is | 
doing it to the satisfaction of the committee. Now, let us get on and complete — 
this memorandum and then we will get into public accounts as agreed in the 
steering committee. Now, Mr. Bryce has some further information in response to 
some questions that were asked. 

What have you to say, Mr. Bryce? 


Mr. R. B. Bryce, Assistant Deputy Minister of Finance, recalled: 


The Wirness: At the last meeting I was asked if I could give the depart- — 
mental totals, the departmental figures making up the totals of: o 
Category No. 8: Freight, Express and Cartage; 

Category No. 9: Telephones, Telegrams and Postage; 
Category No. 11: (a) Acquisition or Construction, of Buildings, Works and 
Structures. | 

and 
Category No. 12: (a) Acquisition or Construction of Equipment. 
We have prepared tables giving the details by the major departments for 
all of these and I have them here now in mimeographed form to be distributed 4 
of the committee wishes to have them. 


Mr. Fraser: They will go on the record too, Mr. Chairman? 
The Vick-CHAIRMAN: Yes, these figures will go on the record. 
(See Appendix <A.) 


By Mr. Fraser: ; 

Q. Do they properly reflect the figures that appeared on Appendix A?— — 
A. Yes, sir. I should point out one detail— 4 

The Vick-CHAIRMAN: If there is a detail, wait until we get into it. 

The Witness: There is one condition to note; in making up this detailed — 
total we found an item we had wronkly classified in the original table and I wish — 
to draw it to the attention of the committee. It is in the table relating to tele- — 
crams, telephones and postage and is in respect of the Royal Canadian Mounted — 
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Police. We had classed an item there under all other expenditures and it should 
have been classed under Telephones, Telegrams and Postage. The correction 
is noted on. this table. 

The Vice-CHAIRMAN: Gentlemen, we will now get on. Members of the 
committee will have an opportunity to look at these figures when they are con- 
sidering the other matters. 

Now we are on No. 13: 


Rentals of Property 


Mr. Riney: Mr. Chairman, may I interrupt? I had to attend another 
mecting at the time the last meeting of this committee was being held and so did 
not get a chance to ask Mr. Bryce a question regarding 11 (a). I wonder if I 
may have your permission to revert to that item to ask one question? 

The Vicre-CHairMAN: You see, our difficulty is this, Mr. Riley: we have got 
thirty items here. After we get through them we have to call Mr. Sellar back and 
deal with the public accounts, and from there we have to go on to the public 
accounts themselves. 

Mr. Rirey: I do not think it would take any more than a few minutes. 

The Vice-CHAIRMAN: Well, go ahead. 


By Mr. Riley: 

@. This particular matter has to do with marine construction projects and 
{ am wondering, Mr. Bryce, whether the question has ever been taken into 
consideration of providing funds earlier in the year to commence marine con- 
struction projects that should ‘be started at the opening of the navigation season.?— 
A. Do I understand from that you refer to docks and wharves and things of that 
nature? 

Q. Yes.—A. We endeavour to do that, sir, but there is a difficult problem 
as to getting the authority from parliament to go ahead. 

Mr. Lancitois: You mean in getting the authority in time? 

The WirNness: Yes, in time. It is a very real problem when the estimates 
are only normally passed in June or July. The extent to which departments can 
proceed on the basis of interim supply is involved. Some projects ean go: ahead 
on the basis of interim supply. I know that is a problem which is of some real 
importance, sir. 


By Mr. Fleming: 

Q. Is the problem not in the date chosen for the conclusion of the fiscal 
year? With a fiscal vear ending March 31, is it a problem of going ahead with 
projects of that kind?—A. I am not sure it is that. Unless we radically alter 
the fiscal year, unless it commences in the fall and have the estimates voted 
in a session that closes before the fiscal year began. With the parhamentary 
schedule timed as it is now, the first three months of the good construction season 
are normally gone by the time the estimates are finally dealt with by parliament. 

Q. Assuming the fiseal year continues to end at March 31, could we improve 
this problem in parliament, with parliament being called to meet normally at 
the end of January? Can you offer a suggestion as to how we might improve 
this particular problem?—A. It is hard to say, parliament meeting the time 
it does. I suppose one conceivable way of dealing with the problem would be 
to vote the construction votes in a separate vote earlier in the session. 

Mr. Browne: Last year we had a session in the fall— 

The Vice-CHAIRMAN: Let them finish. 

The Wrirness: If that were done that would enable those projects covered 
by such a special appropriation Act to go ahead earlier in the season. 
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By Mr. Nenana: aK Ay ‘ 
Q. You would have to set your estimates up in a different way?—A. Vous 
would have to segregate those items relating to construction projects. Not only 
that, you would have to break down a number of separate items into separate 
votes. 
Mr. PrupHam: The same problem exists in relation to abr in thie far 
north just as it does in marine construction. 


By Mr. Langlovs: 

Q. Mr. Bryce, you said the other day, if I Peat ed well, that generally 
speaking your estimates start to be prepared towards the end of the summer, the 
beginning of the fall. So, if we had a session in the fall at which those estimates 
could be tabled, that would be the only remedy to the situation dealt with by 
Mr. Riley and Mr. Fleming, would it not?—A. Well, that would be another 
remedy, of course. There are several alternatives. One would be possibly 
taking out those construction items and have them dealt with earlier in the 
session or having the whole session earlier. 

@. What I have in mind is, is the present situation blamable on the fact 
that sessions start only in January or February. As far as your department 
is concerned, the estimates are prepared and ready to be tabled in the fall? 
—A. We would have to advance our work on them. 

In my description of the procedure the other day, I mentioned the start in 
the departments would be made in the early fall but normally the Treasury 
Board does not receive the estimates in the case of a few major departments 
until nearly Christmas time and then it requires some time to go over them itself. 


By Mr. Prudham: ¥ 
Q. Would it be possible to budget for a five-year program or a three-year 
program in the north?—A. That would be quite a decided change in the general 
parliamentary. practice on which parliament has operated for many years. 


By Mr. Langlovs: 

Q@. Following the same line of questioning, the fact that the moneys are 
voted only in April or May is probably responsible for so many of the lapses 
that we have in the votes; do you think that is right?—A. Yes, sir, that has 
been one reason for it. 


By Mr. Sinclair: 


Q. I do not think it is fair that the impression go out that all construction | Aq 


work is held up, because it is a fact that work such as dredging and maintenance, 
is covered by mterim supply, by votes of one-sixth. or one-twelfth, money 
sufficient for operations in April or May. It is only for work which is let by 
new contracts that is delayed because the estimates are not approved?—A. Yes, 
sir, and it varies from project to project and from department to department. 
It depends on whether it can get started on the basis of interim supply rather 
than on the basis of full supply. | 


The Vick-CHAIRMAN: Let us get back to our memorandum. 


Rentals of Property 
Mr. Fraser: Mr. Chairman, the sheet that was distributed here this morn- _ 
ing does not say anything on External Affairs, 
The Vick-CHAIRMAN: Would you mind just leaving this morning’s sheet out, 
Mr. Fraser, and let us stick to the memoranda. We will get on to that later on. 
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By Mr. Fraser: 


Q. I was just wondering why External Affairs was not included in the 
rentals of property in this table we have before us—A. I am sorry. In which 
table was that? ) 


Q. In the one that was distributed this morning, the estimates. Is External 
Affairs included in that?—A. Yes, it would be, sir, in Rentals of Property. Yes, 
it should be included, External Affairs rentals. 


The Vick-CHAIRMAN: It says External Affairs. 

Mr. Fraser: That does not cover the whole thing though, does it? 
Mr. Macponneuu: Are we still on No. 13, Rentals of Property? 
The Vick-CHAIRMAN: Yes, if you have a question to ask. 


By Mr. Macdonnell: 


Q. I would draw attention to the huge increase from 1938-39, and I would 
like to ask first of all: are these all conducted by public works, arranged by 


public works? We know that in the case of the national revenue, they do some 


- building themselves.—A. If you look on page 4 of the explanatory notes— 


The Vick-CHaiRMAN: Appendix D, explanatory notes. 


The Witness: That shows that the amount provided in estimates of the 
major departments for rental of buildings. The list on page 4 shows, for instance, 
Agriculture, $149,733; Citizenship and Immigration, $113,820; External Affairs, 


$290,650, et cetera. 


Now Publie Works, of course is the main one. It normally rents office build- 
ings of the government. but it does not handle all the rentals paid for the 
immigration offices or the External Affairs offices abroad. 


By Mr. Macdonnell: 

Q. What happens in the case of the Wartime Prices and Trade Board, for 
example, whose operations have greatly shrunk in the last two or three years? 
You must have had buildings rented for them? What happens to that space?— 
A. I assume, sir, it would be given up or sublet. 

Q. I should not ask the witness that perhaps—it should be referred to 
later on—but I think that is a pertinent question which I will go into later. 

The Vicn-CHarrMaNn: I think so, too. I think Mr. Murphy of the depart- 
ment, who will appear before us, will have the answer to that. 


By Mr. Fleming: 

Q. Perhaps the same- answer will be given to this question: could Mr. 
Bryce, the witness, tell us how much of this rented property is in Ottawa and 
how much is elsewhere, or shall we leave that for Mr. Murphy’?—-A. I cannot 
answer that, and Iam not sure that Mr. Murphy could in respect to all the 
departments, but the estimates themselves indicate it for the buildings of Public 
Works. If you look in the Public Works estimates you will see the rental items 
for buildings in Ottawa and the rental items for buildings outside of Ottawa. 


The Vicz-CHAIRMAN: Anything more on No. 13? 


Interest on Public Debt and Other Debt Charges 


By Mr. Fraser: 
Q. Does this include Canadian National Railways debt?—A. No, sir, this 
would be the dominion’s own debt on which we pay interest charges directly. 
Q. Does it include government controlled industry?—A. No, sir, this is just 
our own. That interest and debt charges item is what we pay directly. 
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(. Is there any place in this estimate that would show the others?—A. Well, 
in so far as it it is necessary to provide funds to the other companies, that would q 
show up in the appropriate item in the table relating to this, for example, 
in No. 29. 

Mr. Macponnetu: Interest on Public Debt, and Other Charges 
that? 

The Witness: The cost of issuing the loans, amortization of bond discount, 
cost of servicing the public debt through our agencies, and so forth. 

The Vick-CHAIRMAN: Nothing further on that, gentlemen? 

INO EBs 


a 


what is . 


Subsidies and Special Payments to the Provinces 
By Mr. Langlois: 

Q. No. 15, Mr. Bryce. Does that include what are known as the statutory 
subsidies and special arrangements on taxation and special arrangements with 
Newfoundland? Does that inelude also the subsidies given to the provinces 
under national welfare and hospitals?—A. No, these are just the items covered: 
in the Department of Finance votes for general payments to the provinces. 
I think that is made clear in the explanatory notes—no, I am sorry they do not 
indicate what is excluded, but elsewhere in the tables we have the payment to 
the provinces for specific purposes such as the health grants or the vocational 
grants and things of that sort. 

@. hey are under special legislation? —A. They are under special headings. 

By Mr. Thatcher: 

@. Is there any amount included in this total for Ontario and Quebec? 
—-A. No, sir, those are the amounts provided for in the agreements now in effect. 

@. So there is nothmg in that figure for any of those provinces?—-A. No, it 
is only payments made in accordance with agreements already entered into. 


By Mr. Langlois: 


Q. Is there anything in these covering the statutory subsidies to Ontario — 
and Quebec?—A. This, at course, does include the statutory subsidies to Ontario 
and Quebee but not any tax rental provisions. e 

Q. Statutory subsidies under the British North America Act?—-A. Yes. 


By Mr, Fleming: 

(). May I ask what these payments would be for, say, for last vear and the — 

present year, 1f a similar agreement had been entered into between Ontario and — 

Quebee as obtained between the Dominion and: the other provinees?—A. I am — 

sorry, sir, I could not tell you that offhand. It would depend on what alternatives — 

they chose. 

The Vice-CuairMAN: Any further questions on No. 15? We will take up — 
No, 16: 

Other Subsidies, Grants, Contributions, etc. 

Mr. Wricut: Does this list include all subsidies paid by the government? ~ 

I ask that because I understood there was a subsidy paid on the movement of. 


iron ore from Steep Rock Mines and I wanted to know if that was included 
in here? 


The VicE-CHAIRMAN: Yes, it 1s in here. 
By Mr. Wright: 


(). Subsidies on iron and steel. JI am asking Mr. Bryce if that is ineluded. 4 
—A. The Steep Rock item will be in one of these categories, sir, it should be in ~ 


=e. 
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this one, I should think, but it is not large enough now to be one of the 


prominent items that were taken out here and shown separately. It is eovered 


in the Trade and Commerce estimates. : 

— Q. I also notice under Agricultural Prices Support Account—to recoup 
losses—in 1949-50, the estimate was $3,473,295, and in 1950-51 there is appar- 
ently no estimate for this. Does that indicate that the Agricultural Prices 
Support Account is not going to operate this year or does it mean it will operate 
under a special Act?—-A. Last year’s figure includes supplementary estimates but 
this year’s figure does not, so I think that may be the clue to the reason. 


By Mr. Langlois: 

Q. I have a similar question regarding the deficits under the Fisheries 
Prices Support Act. I see nothing under your various headings regarding this 
special legislation?—A. Fisheries Prices Support Act; I am not sure that there 
has been any payment this year to recoup losses there. That could be verified 
easily, though, by reference to the estimates of last year and this year. 

Mr. FuemMinc: I do not suppose— 

The Vice-CHAIRMAN: Just one minute, Mr. Fleming, wait until he finishes. 

The Witness: No, I do not see anything in this year for recouping losses 
there; | would have to look into last year’s estimates to see whether it is in there. 

Mr. MacponneELL: Do you— 

The Vice-CHAIRMAN: Let him finish, please. 

The Wirness: Yes, if you would look at vote 789 in last year’s supplementary 
estimates on page 4, the further supplementary estimates No. 1, vote 789 in last 
year’s estimates. 

The Vick-CHAIRMAN: You would not have that. 

The Witness: —In last year’s further supplementary estimates: No. 1, 
vote 789, there is an item there being the amount required to recoup the Fisheries 
Prices Support Account, to cover the net operating loss of the Fisheries Prices 
Support Board during the fiscal year 1948-49, the amount being $538,989. 


The ViceE-CHAIRMAN: Mr. Macdonnell. 


By Mr. Macdonnell: 

Q. There is a ‘big reduction under the heading Participation in International 
or Commonwealth Organizations (External Affairs), as between 1949-50 and 
1950-51. Does that result from a general shrinking in the work that is being 
done or from a withdrawal on our part from some of the things we have been 
carrying on?—A. To answer that involves a great deal of detail, but, broadly 
speaking, it reflects in part an overlapping last year of contributions for certain 
agencies for more than one year and contributions last year to working capital 
funds. Also, the funds provided for the international refugee organization whos¢ 
work is tapering off, are down very materially this year, as you will note in 
the External Affairs estimates of the current year compared with last year. 

Q. You do not know of ‘any cases where there is a substantial withdrawal 
on our part?—A. No. 

Mr. Drew: When you say contributions to capital fund, what do you mean 
by that? 

The Witness: Certain international organizations have working capital 
funds which were set up early in their operations to cover their requirements 
during the period in which the countries make their contributions. Most of the 
member countries make their contributions to these organizations during the fiscal 
year to which they relate. : 


Mr. Drew: Such as? 
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The Witness: The United Nations itself has a working capital fund, and. " 


UNESCO has a working capital fund—I am speaking from memory now—and 


I think ICIO has a capital fund. We naturally made our contributions to these 
in the early years of the organizations and it is in that way that they set up 
their working capital fund. 


The Vice-CHAIRMAN: Item 17: 


. Family Allowances. Payments 


By Mr. Wright: 

Q. I would like to ask Mr. Bryce a question with respect to the freight 
assistance on western feed grain. i notice the 1949-50 vote was $17 million 
and the 1950-51 estimate is only $5 million of an expenditure. That seems to 
be a very large reduction on the amount of assistance given on feed grains to 
eastern and western Canada this year. Was the $17 million estimate last year 
all spent or why is this big reduction made this year?—A. Well, sir, 1f you will 
look at last year’s main estimates, the amount provided there is $4,750,000 as 
against $5 million for the corresponding item in this year’s main estimates. 
This $5 million is only the amount provided for in the mazn estimates this year. 

@. How much was spent last year?—-A. I am sorry, I cannot tell you that 
offhand. It would be actually more than $4 million, the balance being provided 
in the supplementary estimates for that year. 

Q. Why would it not be better to place a larger amount in the main 
estimates rather than leave so much for the supplementary estimates, the way 
it is done here?—-A. The practice has been, I believe, to provide funds in the 
main estimates up to the end of the crop year. 

Q. Oh, I see—A. And supplementary amounts for the balance. 


By Mr. Fleming: : 

Q. This amount in the main estimates does not indicate any change in policy. - 
We may expect supplementary estimates later on to bring it up to approximately 
the same figure as last year, $17 million?—A. That is a question of policy which 
I would not be able to answer. ‘ 

@. You are aware of no change at all. You have pointed out that a part 
of this $17 million, approximately $5 million, was in the main estimates a year’ 
ago and the ‘balance was supplementary estimates?—A. Yes, sir. 

Q. Assuming there is no change of policy, we have $5. million in the main 
estimates now and we can look for supplementaries of $12 million or so later: 
on?—A. If the same policy were continued in operation as applied last year there 
would be the supplementaries. 

The Vicge-CHairMAN: Item 17: Family Allowances payments. 


Mr. Hanseuu: Before we leave this item 16, participation in international 
or commonwealth organizations (External Affairs), I see there is an amount of 
$4 million odd for 1950-51 while in the estimates as they appear in the blue book 
for this item the amount 1s slightly over $2 million only; would Mr. Bryce explain 
the assistance given there? 


The Witness: Are you taking into account, sir, the item for the Inter- 
national Refugee Organization which is in External Affairs estimates at the 
end, I believe, under the heading Terminable Services. I think possibly that 
makes the difference you have in mind. 

Mr. Browne: In connection with the subsidies on steamship services, where 
would that be found? 


The Wirnress: ‘The steamship subsidies would be under Transport or 
Maritime Commission in the regular estimates. 


Mr. Frasrer: This includes the actual payment, not the additional amount 
shown there; that would be under No. 5. 
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ba The Wirness: Yes sir, this is just the actual payment authorized by the 
_ Act on the best forecast that can be made of actual payments. 

Mr. Rivey: On what did you estimate the reduction in the increase in 
payments under the Family Allowance Act? 

The Wrrness: That is a very complicated question in vital statistics; 
one has to forecast the birth rate in the year in question in relation to the birth 
rate in past years. 

The Vice-CHairMAN: Do you think you are qualified to answer that? 

The Witness: No sir. 

The Vice-CHAIRMAN: He says he is not qualified to answer that. 

The Wirness: Our office naturally has to check the forecast that is made 
by the Department of National Health and Welfare when we are considering 
the estimates and we go into the statistics with them at that time. 

The Vice-CHAIRMAN: But you do not prepare the statisties. 

The Wirness: We put our statisticians on it to check those submitted by 
Health and Welfare. 

Mr. Wricut: Referring to a return tabled in the House recently I notice 
that there were five provinces in which the investigations were carried under 
the Family Allowance Act by the Social Welfare Department in those provinces 
on a fixed fee basis I believe of $5, and in the other five provinces apparently the 
family allowance people carry out those investigations themselves. Has your 
department made any calculation as to which one of those methods is the 
cheapest as far as the cost of carrying out these investigations is concerned? 

The Witness: No sir. We are aware of the difference but I do not believe 
the difference arises mainly because of the question of relative costs. I could 
not tell you which is the cheapest over-all, I am sorry to say; you would have 
to ask the Minister of National Health and Welfare. 


The VicE-CHAIRMAN: Item 18: 


Old Age Pensions, including Pensions to the Blind 

Mr. Fraser: I take it that that item on old age pensions also includes 
pensions for the blind? Is that why you put that there? 

The Wirness: We just wanted to make it clear that that included pensions 
for the blind. 

Mr. RiteEy: What percentage of that relates to pensions for the blind? 

The Wirness: I am not sure that I can answer that. It may be somewhere 
in the book here; if it is not, I could not tell you offhand. However, it is quite 
a small percentage. 


The Vick-CHAIRMAN: Item 19: 
Veterans Disability Pensions and other Payments under the Pensions Act 
That is fairly obvious. I do not think we need spend very much time on that. 


Item 20: 
Other Payments to Veterans and Dependents 

Mr. Browne: What is the reason for the substantial drop there in the 
amount of the payments? I see there is a decrease in the current-estimates of 
$7 million odd in the 1950-51 provision with regard to rehabilitation, for 
instance. 

The Witness: You will appreciate, sir, that there is a steady reduction in 
the amount of that vote for rehabilitation as the rehabilitation program comes 
-’ to a close; and, similarly with re-establishment credits, those payments are 


. 
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of a type which might be called once-for-all payments to veterans which they use 
in accordance with the provisions of the Act and regulations. 

Mr. Lanciois: There is also a reduction in war service gratuities from 
$1 million last vear to $250,000 for the current estimates. 

The Witness: Yes. | 


The Vick-CHAIRMAN: Item 21: 


Militia Pensions Act Payments 
Mr. Browne: Is that a contributory fund? 


The Wirness: Yes, that is a new postwar fund. I am sorry that I cannot 


tell you very much about it offhand. I think it is a 6 per cent contribution on 
pay and allowances. I think they put in up to 6 per cent of their pay and allow- 
anees, but I cannot tell you just at the moment what the government’s 
eontribution. is. 


By Mr. Macdonnell: 

Q. I notice that with regard to the estimates last year and those for 
1950-51 you show exactly the same amount with regard to contribution by the 
government. Is that based in accordance with actual conditions of retirement? 
—A. I think the requirements of this older part of the Act are relatively well 
stabilized. I would have to check on the actual details of the estimates but my 
belief is that that estimate is just for the relatively stable requirements in respect 
of these pension payments. 


Q. Why do you say that? Are all these Militia Pensions Act payments. 


eases of ancient history?—A. Well, the current one to which servicemen are now 
contributing is part V of the Act. These payments in question come under 
parts I to IV which are the older portions of the Act and certain. servicemen can 
elect to remain under the old payment schedules and derive their pensions from 
that. That is a statutory item with the payment authorized by statute and the 
amount shown is $5 million a year which, of course, is a forecast in round 


figures of the amount expected to be required. ‘ 


The Vick-CHAIRMAN: Item 22: 

Other Pensions and Superannuation 
By Mr. Langlois: 

@. With regard to the item there relating to gratuities to families of deceased 
employees; I take it that these gratuities are paid to the family of the deceased 
by the government. What class of emplovee would that cover and under what 
conditions would such payments be made?—A. That gratuity, I believe, is two 
months’ salary of a civil servant which the Civil Service Act provides shall be 
paid to families of deceased employees on the death of the civil servant. It is a 
section of the Civil Service Act. I cannot tell you which number from memory. 

Q. That is a statutory item?—A. Yes. 


By Mr. Johnston: 

Q. I see that in the Royal Canadian Mounted Police pension appropriation 
there is an increase; would that be the result of their having more employees? 
—A. Yes, there has been a considerable increase in the numbers of the R.C.M.P., 
and the number of pensioners would of course increase correspondingly. Of 
course, as the force grows the number of pensioners will increase in due course. 

Q. Yes, and I see it is a fairly substantial item, around $80,000. 
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The Vick-CHAIRMAN: Item No. 23: 
Government’s Contribution to Unemployment Insurance Fund 
By Mr. Langlovs: 
Q. I see you ‘have a contribution into the fund by the government; does 


_ that cover the administration which is provided by the government as well? 
_ —A. No, this is the statutory contribution to the government as such. 


Q. And the government also pays the cost of administration?—A. Yes, the 
government pays the cost of administration and that is shown under the appro- 
priate headings here; and it also pays a contribution as an employer for those 
of its own employees who are insured; and that contributions that it makes as 
an employer is shown under item 30, the third item there; it is the contribution 
of the government in its role of employer. 


The Vick-CHAIRMAN: Item 24: 
General Health Grants 


Item 25: 
Trans-Canada Highway Contribution 
By Mr. Johnston: 


Q. There is an amount there in connection with the Trans-Canada Highway 
as an initial contribution; would you explain that?—A. Well, it is hard to 
forecast. It necessarily has to be a rough forecast as to the amounts we 
anticipated would be needed under the Trans-Canada Highway Act during 
the current fiscal year. 

Q. Where do you find that?—A. That would be in the Department of 


Resources and Development, the fifth item down on page 48. It is a statutory 


item, of course, the statute authorizes the payments. 


By Mr. Macdonnell: 
Q. What do you anticipate will be the eventual cost?—A. There is a limit 
set in the statute and there was a discussion in the House at the time. 
Q. Is it a fixed amount?—A. I think that is a fixed amount and there are 


y fluctuating rates, dependent on provincial payments. 


@. Would not the federal contribution indicated on page 294, item 48, be 


higher than that, that seems to be a very small amount for that—A. My 
- recollection is that the Act authorized $150 million or something like that over 


a number of-years and the problem was to estimate how much is likely to be 


- spent in this initial year, all subject to various limitations in the Act; and that 


makes it difficult to assess the amount likely to be required. 

Q. But you don’t expect that it will be over $10 million this year?—A. At 
the time we made up the estimates in February last that was the best forecast 
we could make at that time. The agreements had not then been signed. 

Q. Of course, there might be very substantial amounts now that the agree- 


ments have been signed and you have a better appreciation of what the con- 


tributions are likely to be—A. Yes, but there is also the consideration of how 
much work can be done. 

Q. But anything else would be in the supplementary estimates?—A. It 
would mean that this forecast was inaccurate and you would have a revision. 


It is not a vote, it is provision made by statute. 


The Vice-CHaAIRMAN: Item 26: 
Movement of Mail by Land, Air and Water 
Mr. Lanauors: Under item 26 I see you provide for the movement of mail 


by land, air and water, and under item 16 you provided for mail subsidies to 
steamships and subventions; what is the difference between these subsidies? 
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The Witness: The item in paragraph 26, the movement of mail by land, 
air and water, is the actual payments made by the Post Office to the carriers 
while the other item to which you refer is under the Maritime Commission 
vote and is not mail subsidies but steamship subventions. As a matter of fact, 
I believe that the present policy has changed somewhat. You see, under the 
steamship subventions of some years ago the operators receiving the subsidy were 
usually required to carry mail free of cost in order to get the subvention. I 
believe that the present practice is that the steamship subsidies are paid 
separately. The Post Office pays the shipping company under a contract for the 
carrying of mail and that is taken into account in arriving at the amount of 
the subsidy. Also, I believe the present practice is that the amount of the 
subvention is fixed by the Maritime Commission. 


Mr. Futrorp: In determining the amount of the subvention ie Maritime 
Commission would consider the fact that that ship will be carrying some mail; 
in that case is the payment specifically allotted for the carriage of mail charged 
to the Post Office? 


The Witness: No longer. I believe that the subsidies now paid for carrying 
the mail are taken into account as revenue whereas formerly ships were required 
as a condition of obtaining the subsidy to carry the mail free. ° 


Mr. Riwey: Mr. Bryce, do you mean to infer that the mail subsidies would - 


not be taken into account in arriving at the amount of subvention? 
The Wirness: No. Formerly mail and other items were carried free by the 


steamship services receiving a subsidy and at that time the Post Office accounts | 


would not reflect the value to the Post Office of the free carriage of mail by the 
subsidized steamers. The policy and practice have been changed in recent years. 
I understand the Post Office Department now makes its own contracts with the 
steamship companies for the carriage of mail and the subsidies authorized by the 
Maritime Commission are calculated to take that into account. It is a more 
accurate accounting arrangement. 


Mr. Fuurorp: Would the subsidies be reduced by the contracts to carry mail? 
The Wirness: That is a question I cannot answer. 


Mr. Lanetors: Is it not fair to assume, Mr. Bryce, that when the Maritime 
Commission fixes the amount of the subsidy it takes into account all the revenues 
derived from all sources by the operating steamship company? 

Mr. Fuurorp: No, sir. 

Mr. Laneuors: And they take inte account in their calculations the revenues 
derived from the mail contracts; 1s that not the fact, Mr. Bryce? 

The Witngss: I believe it is the case but I would not like to make a categor- 
ical statement on it. 


By Mr. Drew: 

Q. In this item we are now discussing on page 7, under item 26, I notice 
there is a reduction of $1 million in the mail service by ordinary land conveyance, 
including rural mail delivery, the 1949/50 item is $14,320,000 and for 1950/51 
it is $13,300,000, a reduction of $1,020,000; would you explain how you were 
able to estimate a decrease in the cost of ordinary mail delivery of that kind.—- 
A. I believe that was based on the record of actual expenditures as ascertained 
from the payments in the previous year; but I speak only from memory of the 
discussion we had at the time this question of the Post Office was before us. I 
do not know that that is a complete answer, but I think that is the clue. 

Q. Then you are not in a position to give us any detail on that?—A. I am 
not in a position to go beyond my immediate recollection which was that the 
previous figure of actual expenditures was short of the estimated amount 
required in the estimates for 1949/50. 
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_._ Mr. Lanctois: You may not be in a position to answer this question, but 
is it not true that the tenders received over the last twelve months have shown 
a tendency to be lower than they were before and that since March last there 
has been a substantial decrease in the amount of tender; would that not account 
in large part for the reduction which appears in the estimates for the current 


year? 


The Wirness: I would not be able to say that; I am sorry. 


By Mr. Drew: 


Q. I was going to ask you in regard to this, Mr. Bryce: this, of course, 
includes the ordinary working arrangements for the carriage of mail by land, 
by rail and ship; it covers all the ordinary mail handled by the Post Office; 
is that: A. Yes, ‘sir: 

Q. Just as a matter of information does this include such things as the 
carriage of newspapers by contract where arrangements, or facilities, for other 
than ordinary postal services are included?—A. If that involves payments by 


the Post Office Department it should be in there but if it was carried by express— 
let us say that newspapers were carried by express—it would not be involved. 


Q. So I take it then that these figures cover the total cost of carrying the 
mail which is handled by the Post Office under ordinary stamp arrangements?— 
A. It would also include surcharged material that is handled by the Post Office 
and it would include air mail stamp material, but not such things as newspapers 
carried by express. , 

Q. You mean by that letters which carry the air mail stamp?—A. Yes. 

q. And you can now pay that by the use of any other kind of stamp as 
well?—A. Yes. : 

@. Then may I ask in the case of mail service by air—I see that during the 
last year the figure was $8,228,000 and the estimate is for $8,335,000, an 
imcrease comparatively small of $107,000. In the examination of that item in 
the estimates was consideration given to the fact that Trans-Canada Air Lines 


are seeking a larger contract with regard to the carriage of mail during the 


current year?—-A. This, I believe, is based on the current contract. 

Q. On the current contract?—A. Yes. 

Q. I just wanted to be sure of that because I know they are negotiating 
an increase at the present time.—A. Well, sir, this includes not only the Trans- 
Canada contract but contracts with all the other air carriers. Included in this 
term are a great many other contracts for the carriage of mail by air. 

Q. But the bulk of that would relate to the contract with Trans-Canada 


Air Lines which I think is in the nature of $6,500,000.—A. Well, sir, I was just 


speaking from memory. I saw the figures many months ago among hundreds 
of pages of figures. 

Q. Without giving me the exact figure I think you will agree that that is 
so?—A. That is certainly the biggest item. 

Q. And that the contract with Trans-Canada Air Lines is now a matter 
of negotiation? 


The Vice-CHairMAN: Item 27: “Maritime Freight Rates Act.” 


By Mr. Johnston: 

Q. May I ask Mr. Bryce about this item 27? This refers to the special rates 
provided under the Maritime Freight Rates Act. Would that be a situation 
comparable to the Crows Nest Pass Agreement, one refers to the west and the 
other to the east; would that be similar?—A. These are subsidies that we actually 
pay the railroads for the carriage of freight at the rate provided for in the 
Maritime Freight Rates Act. ep ae | 

Q. Can you tell me if there is any application being made by the railways 
now to have the amount increased—A. I do not know, sir. 
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Mr. Browne: What department does that come under? 

The Witness: The Department of Transport. 

Mr. Jonnston: That is what I wanted to know, and if Mr. Bryce cannot — 
tell us we can get that information from somewhere else. 

The Vice-CHAIRMAN: What is the question? 

Mr. Jounston: If the railways are making an application before the royal 
commission to have it increased and I was wondering if this figure included an 
estimate of the increase. 


By Mr. Langlovs: 

Q. Could you give us a breakdown under the heading for railways?—A. No, 
I cannot, Iam sorry. You will find that item set forth in detail in the estimates 
of the Department of Transport, page 60, about item 494. It gives the companies 
that get it but it does not give the amount payable to each of those companies. 

Q. Would the C.P.R. be the one to get the largest amount there?—A. I don’t 
know, I did not go into that in much detail. 

The VicrE-CHAIRMAN: Do you want to be supplied with that? 

Mr. Lanetuots: Yes. 

The Vicz-CHaAtRMAN: We will see if they can supply that: a breakdown of 
item 494. 

Item 28: “Direct Relief and Relief Projects.” 

By Mr. Fraser: 

. On this, Mr. Bryce, the second to the last item on page 7 of the explana- 
tory notes,—Contribution to cost of railway projects—what does that amount of — 
$850,000 consist of ?—-A. That is a prewar project, sir, and I am not familiar 
enough with it to tell you any more than is suggested by the vote. It is under 
the unemployment relief projects for that year. I presume it was unemployment 
projects in connection with railway roadbeds or something of that sort. 

Q. I am anxious to know why it should be listed under relief? Why would 
the railway not cover that, the C.N.R. or whatever railway it would come 
under? Why would it be in here?—A. Well, I am sorry sir, that was done before 
I was there. It was classed in that way in the estimates of 1988-39. It was ~ 
classed as a relief project in those estimates and that is why we have included it 
here. 

@. And that is included even at this time, is it—A. These are the figures 
for 1938-39. 

@. What about the 1948-49?—A. They are the pre-war figures. 

Q. I see that. Well, now at the bottom of that sheet also, there is an item 
titled Other items and contingencies, $1,023,000. 

The Vick-CHAIRMAN: Mr. Fraser, those are 1938-39 figures. Suppose you 
indicate what figure you are interested in. Mr. Bryce, after all was not there, 
and he says he can get the answer for that, if you like. It does not seem per- 
tinent at the moment. 

Mr. Jounston: In No. 28, towards the bottom there are grants-in-aid to 
the provinces, $17,500,000. ‘Could you break that down to the aid for each 
province? , 

Mr. Stnciair: This was given twelve years ago. That is not in effect now. 

The Witness: Those are pre-war figures. 

Mr. Jounston: Those are all for 1938-39? 


Mr. THarcuer: Do these figures signify that the federal government has 
gone pretty well out of the relief field completely? 


The Vice-CHAIRMAN: I should say they speak for themselves. 
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By Mr. Thatcher: 


s Q. Is there any way that provinces needing relief can come to the federal 
_ government, or for things of that kind?—A. Well, the only payments of this kind 
_ being made at the present time, as is indicated in here, is the special arrange- 
ment made with Newfoundland to effect a transition on to Unemployment 
_ Insurance of the people engaged in insurable occupations there. 

Q. In other words, today this is not federal government, policy? 

| The Vick-CHatrMAN: Mr. Thatcher, please do not ask him about policy. 
Just ask him what you want to know about the figure? 


By Mr. Thatcher: 

'Q. These figures signify, for instance that in the past winter when we had 
a good many unemployed, the federal government was not doing any federal 
work of the nature they did in 1949 and 1950.—A. In what relief work, sir? 

Q. Those things that you have listed—A. No. 

Mr. Stncuatr: In 1938-39, you mean? 

Mr. TuHatcHer: I know they were doing it then, but I want to know are 
they doing it today, and is it government policy? 

The Vick-CHAIRMAN: Just a minute, gentlemen. There is no use throwing 
the word policy into the question. It is not fair to the witness and you are not 
going to get an answer to a policy question from him. 

Ask the question, please. 


i By Mr. Thatcher: 


@. In this $1,500,000 of 1950-51 are there any of the items in that contained 
* in 1938-39?—A. No, sir. 


By Mr. Langlois: : 

Q. Could you clarify this question? Is it not'a fact that in all these items 
here under relief, the authority for them was provided by special legislation 
- which has now lapsed?—A. I do not know enough about the law authorizing 
» these projects to say that. I would have to find that out. 

Mr. Tuatrcuer: Suppose there is a municipality which has very heavy 
unemployment and it cannot finance relief. Is there any place they can come to 
the federal government, or is there any provision made for that under that 
particular item? 

The Vice-Cuairman: Mr. Thatcher, you are now asking something that 
the witness should not answer. After all Mr. Bryce knows that the municipality 
_has first to go to the province and make its approach to that body. The 
Prime Minister has made that clear on many occasions in the House, both in 
the House and out of the House, and that is the usual practice. 
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By Mr. Browne: : 

es Q. Mr. Chairman, is not this the position? That $3 million was voted in 
e the estimates for 1949-50 to cover assistance for Newfoundland and that $2 
~ million was voted in the supplementary supply for the same purpose.—A. Yes, sir. 
% Q. What were the actual expenditures on that vote in Newfoundland up to 


i the 3lst of March?—A. I have not got that. I will get that figure for you. 


os 


| ¢ By Mr. Thatcher: 

: Q. Where would relief figures be contained for flood relief and fires? Would 
_ they be included in these estimates for the coming year?—A. Well, we can not 
1 by the very nature of things vote funds in advance for that sort of thing. 
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Q. The Fraser Valley flood relief of last year, is that included?—A. In 1948 — 


the Fraser Valley relief item was voted a few weeks after the flood emergency. 
$5 millian was voted in the further supplementary estimates introduced into 
the House two or three days before the end of the session. 


Mr. Drew: As a matter of fact, that is covered in item 30. 


By Mr. Langlois: 


Q. I do not think the flood was foreseen in the preparation of the estimates | 


last fall. Mr. ‘Chairman, in the detail of item 28, under direct relief, I see that in — 


1938-39 there was.an item of $17,500,000 covering grants-in-aid to the provinces. 
What is exactly meant by that?—A. Those were relief grants-in-aid to the 
provinces ‘before the war as part of the arrangement with the provinces for 
direct relief of one kind and another. 

Q. That would cover then the works done during that period on a fifty-fifty 
basis, ‘between the provincial and the federal governments. Mr. Bryce would 
not say why they are not doing that today? Have we a new witness here, Mr. 


Chairman? I asked a question and I got an answer, but not from the witness. 


Mr. Stncuair: And a very stupid reply it was, too. 
Mr. Macponneuu: There ‘are a lot of witnesses here today. 
The Vicn-CuHairMAN: I think you are quite right. — 


By Mr. Langlois: 
@. Would these grants-in-aid to the provinces, the item of $17,500,000, 


cover those works which were undertaken concurrently by the federal, provincial — 


and municipal governments on a one-third division of the cost to each?—A. I 
think it would sir, yes. 


The Vick-CHAIRMAN: No. 29, gentlemen. 
Deficits—Government Owned Enterprises 
By Mr. Drew: 


Q. Under Deficits, Government Owned Enterprises, there is a very signifi-~ 


cant difference there. In 1938-39 the amount voted was $57 million; for 1949-50 
it was $49 million, and for 1950-51 the amount is $2,713,134. This, of course, 


covers the Canadian National Railways and Trans-Canada Air Lines. I think ~ 
you will agree, Mr. Bryce, will you not, that it does not include the actual — 


estimated deficit for the government owned enterprise for 1950-512?—A. Oh, no, 
sir. 
Q. Well, then what happened to this figure under its present form?—A. This 


figure represents the amounts that are in the Estimates that have been presented © 


to the House. 

Q. We actually have the estimates for the deficits of the Canadian National 
Railway and the Trans-Canada Air Lines, and as I understand them, this 
readjustment of headings which you have made according to the statement 
which you gave us earlier, does embrace a total of all the figures in the estimates 
under other forms which go to make up the estimates now before the House; 
is that correct?—A. Yes, sir. 

Q. I want there to be no doubt about my question and the answer. As I 
understand it, under different grouping these figures embrace all the items that 
are now ‘before the House to be dealt with by parliament, is that right?—A. Yes, 
sir. 

Q@. Although under different headings?—A. Yes, sir. 

@. Then that being so, may we take it that the estimates now before the 
House do not include the figures to cover the deficit for the Canadian National 


Railways and the Trans-Canada Air Lines?—A. No, sir, those are normally — 


provided in the further supplementary estimates at the end of the year. 
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Mr. Srncrarr: They are provided for ‘by statute. 


By Mr. Drew: 

bi @. But you will recall when this subject was mentioned on an earlier 
_ oceasion, you said this was covered by the statement of the Minister of Finance. 
_ I know you have nothing to do with policy, but I just want to make absolutely 
_ sure that the estimates we are dealing with in the House do not include the 
_ figures in any way that show the deficit of the Canadian National Railways and 
the Trans-Canada Air Lines?—A. No, sir, they have not been put into the 
_ estimates presently before the House as yet. Reference was made to that in 
' the budget speech by the Minister of Finance and account is taken of those 
in anticipating the surplus or deficit account. | 

Q. The reason I am interested in this is that these figures were prepared and 
_ presented to us only a few days ago, and actually we have had the estimates 
_ of the deficit for the Canadian National Railways and Trans-Canada Air Lines 
_ for over a month. In the case of the Canadian National Railways I have the 
_ estimate before me. They estimate a deficit of $44,000,000 and in the case of 
_ Trans-Canada Air Lines, they estimate a deficit in 1950 of $1,243,000. Those 
two figures would amount to a total of $45 million. Have estimates already 
been presented to us over and, above the deficit figures shown in this case?— 
A. Yes, sir, but you are using the word “estimates” in two different senses. 
We use it here in the formal parliamentary sense of estimates presented by the 
Governor General to the House, whereas in speaking of the estimates of the 
deficits presented in the other committee I take it that is a forecast, an “estimate” 
used in the sense of a forecast. © 

Q. But that, after all, I assume, is what any estimate is?—A. Yes, except 
when they ‘become formalized in the book of estimates they are then a request to 
parliament for supply as well as a forecast of requirements. 
| Q. I recognize you cannot make any statement in regard to matters of 
policy, but I am putting it on the ground simply of accounting. Can you see 
any practical difficulty in the inclusion in the estimates of the estimate of the 
deficit of the Canadian National Railways and the Trans-Canada Air Lines 
_ when their fiscal year, as a matter of fact, ends three months ahead of that 
- of the other departments who are presenting their estimates?—A. From purely 
an accounting point of view there is only one major difficulty, but it is of very 
great importance. Their deficit —the Canadian National Railways’ deficit, for 
- example—is the difference between two very large figures, their total revenue 
and their total costs. Forecasting the difference between two very large figures 
is exceedingly hazardous. Any figure that would be put into the book of 
estimates in February would be open, I think, to a very much larger element 
of uncertainty than most of the estimates for departmental operations, which are 
not the difference between such large figures ‘as the deficit figures of the Canadian 
National Railways and the Trans-Canada Air Lines. 

Q. But I would point out, Mr. Bryce, that whereas in the case of the govern- 
ment departments the business year ends on March 31st, and therefore does 
not make it necessary to project the figures for the coming year without having 
the total figure for the year before in many cases; in fact, I should think in 
practically all cases. In the case of the Canadian National Railways and the 

Trans-Canada Air Lines, their fiscal year ends on the 31st of December, so 
that by the 1st of February they have already had a month in which they have 
the final figures for the whole year, and from the point of view of accounting I 
think it would be much simpler for them to present their estimates of anticipated 
financial position for the coming year than it would be for the government 
departments.—A. That consideration offsets the other I mentioned. The present 
. arrangement for handling the estimates is one that has been traditionally in 
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effect for a great many years. If we wish to try the other system it would be in 
the nature of trying to make a forecast: sufficiently well in advance to present — 
to parliament a formal estimate that could be supported. 


By Mr. Sinclair: 

Q. Is there not one significant difference in presentation of the Canadian 
National Railways and Trans-Canada Air Lines budgets and the others? The 
Canadian National Railways and Trans-Canada Air Lines capital budgets each _ 
year must ibe formally voted by parliament in a special Act of parliament which _ 
does not obtain with the departmental deficits—-A. The Canadian National — 
Railways Capital Financing Act is voted each year. 4 

Q. And the deficit too?—A. The deficit is voted as a vote in the estimates 
at the end of the year. Those figures are the figures voted in. the further © 
supplementary estimates. | Ae 


By Mr. Langlois: , 

Q. Following Mr. Drew’s question—I may be wrong on this—but is it not 
a fact that though the Canadian National Railways fiscal year ends on the 31st 
of December their books are audited much later because we have to seek the ~ 
authority of parliament under the Railway Act to appoint the auditors, and I 
think in the case of this year, this authority was given by the House only some 
ten or fifteen days ago, and I do not think the audit of their books has taken 
place yet. Is there anything in that?—A. I imagine the appointment of the 
auditor is in respect of the future year rather than of the past year. 

@. Are you sure of that? | 

The Vicr-CHatrMaAN: He is never sure. I am sure that is right except they 
are never sure of .their es until Mr. Sinclair sits down dnd starts passing the 
appointments. 


By Mr. Thatcher: 

@. I wonder if Mr. Bryce in considering this Canadian National Railways’ 
deficit could say whether the Treasury Board has lately considered Mr. Donald 
Gordon’s proposal on the capital structure at all?—A. I could not say that, sir. 
It would not be correct. 

Mr. Jonnston: That proposal has already been withdrawn, has it not? 

Mr. TuHatcuer: I wonder if you can tell me this. In connection with the 
Hudson’s Bay Railway, they forecast a deficit of $400,000, and Churchill Har- 
bour forecast. a deficit of $203,000. Some people in the west think if those | 
facilities were used a little more frequently they could stop that deficit. Has 
the Treasury Board ever made any recommendations along this line? 

The Vicn-CHAIRMAN: Mr. Thatcher— 

Mr. THatcuer: Mr. Chairman, for goodness sake— 

The Vick-CuHAiRMAN: Go ahead. | 

Mr. THatcHer: You wanted us to see where money might be saved. I think 
that if the Hudson’s Bay Railway was used a little more we could save some _ 
money there. Is that an unreasonable suggestion? 

The Vicr-CHAaIRMAN: You asked him a question as to whether recommenda- 
tions have been made for further use of the harbour. How does he know about 
these things? He is a man who deals with figures and he is here to explain them. 

Mr. Tuatcuer: I think the Treasury Board would be interested in having 
suggestions on any item on which money could be saved, and I think they would 
be interested in this suggestion. 

The Vicr-CHAIRMAN: Your suggestion will be noted. I suppose the Hudson’s 
Bay Railway as well as Churchill Harbour is under the Department of Trans-_ 
port. That will be a very appropriate question to the minister or to the deputy 
minister who will be here. 
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By Mr. Langlois: 
Q. This summary of expenditures of special categories bears no date. I 


‘understand it was prepared at the request of a member of the Senate Finance 


Committee. Could Mr. Bryce tell us the date the work was started in thalt 


_ connection?—A. It was started about Easter, just before Easter, and carried on 


until the two days before it was presented to the committee. 

Q. Would that work have been started ‘before the deficit figures of the 
Canadian National Railways became known, or the deficit figures of the Trans- 
Canada Air Lines were made known to members of parliament? 

The Vice-CHarrMaAN: I do not know whether he knows what members of 
parliament know, Mr. Langlois. 


By Mr. Langlois: 

Q. I think, Mr. Chairman, it is a very appropriate question because the 
votes on these deficits were not mentioned in the summary and that was ques- 
tioned and criticized, and I would like to know if that work was only started 
before parliament knew about those deficits?—-A. It was started about the same 
time, but I cannot remember what day it was. 

Q. We should be able to trace that date somewhere, when it was made 
known to the House or to the Transport Committee, and then you will have a 
very good reason why it was not mentioned there——A. The main reason is that 
this is an analysis of the estimates that are in the estimate books and the 
estimate book was introduced into the House long before the Canadian National 
Railways budget was made known. 

The Vice-CHAIRMAN: Gentlemen, we are now on item No. 30, All Other 
Expenditures. 3 


By Mr. Fraser: 


Q. Just a minute, Mr. Chairman. When the estimates were compiled they 
would know at that time, though, what interest was going to be due on their 


debts and that should or could have been put in that $22 million; that could have 


been included, could it not? There would be no change in it. The fixed debt 
or fixed charge on the debt could have been and should have been in there. 
—A. Unless, of course, things change so radically that the railway was itself 
able to cover that out of earnings. 

Q. Cover the $22 million? 

Mr. Srncuarr: As it did in the war. 

Mr. Laneuots: The estimates are prepared in the fall or early in June 
and the fiscal year of the Canadian National Railways ends the 31st of December, 
so we do not know when they are prepared; the Treasury Board does not know 
what the Canadian National Railways’ report will contain. 

The Vich-CHAIRMAN: Gentlemen, we are getting off the track again. 

Mr. Drew: Let us not leave any confusion on that point. The Canadian 
National Railways and Trans-Canada Air Lines are three months before the 
departments of government in the preparation of their estimates. It is not 
a case of arguing with the witness, but since we are discussing this I would 
point out that they have only the finished figure of the year before them to 
present their estimates. Simply as an observation in relation to this discussion 
I would say they are in a very much better position to make their estimates for 
the coming year than other departments. © 

Mr. Lancuois: It would be up to them to send their estimates to the 
Treasury Board. That would be my suggestion. 

Mr. Fraser: In item 29, would such government owned plants as Polymer 
have their figures in here? 

The VicrE-CHAIRMAN: Are we on No. 29? 
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By Mr. Fraser: : te 
@. Government Owned Enterprises——A. No, sir, that relates to that category a 
of government owned enterprises that have been traditionally labelled as such — 
in the estimates. I think it is fair to say that there are government owned 
enterprises now that are listed under different departments. To that extent 
this title is misleading. 
Q. Those plants do not come in under this item?—A. If you would look, 
for instance, on the next page under category 30— 
The Vice-CuarrMAN: We wilt come to that. ‘ 
Mr. Stncuair: Item 29 is a list of deficits. Polymer at the moment has no. 
deficit. . 
Mr. Fraser: But it might be some other companies that the government — 
owns that would show that deficit. Ma 
The Vick-CHaIRMAN: That could not be, Mr. Fraser. 
Mr. Fraser: That is quite a substantial one there. 


ene 


The Vicr-CHAIRMAN: Let us get on to No. 30: 
All other Expenditures 
By Mr. Drew: 

Q. Under No. 30, we have here the embracing statement of all other expendi- 
tures and that is explained on page 9 of the supplementary memorandum. We 
now reach this point, and it would seem appropriate for the purpose of under- 
standing the overall breakdown that we have, if I asked the question now, it 
would clarify just where certain items appear. Where in those items do the 
expenditures on weapons and aircraft and things of that kind for the Depart- 
ment of National Defence come in ?—A. That would be under equipment. 

@. Equipment for National Defence. Would that be under the broad title — 
of equipment?—A. Yes, 12 (a), equipment, and you will notice in the sheet I ~ 
distributed that National Defence is by far the largest item in that. 

The Vick-CHAIRMAN: We will come to that, gentlemen, after we on 
item No. 30. Then we will deal with these sheets. 

Anything further? 


By Mr. Drew: 

Q. On item No. 30. One of the items making up the total of $82 million is — 
National Defence, undistributed items. What is the explanation of that figure 
$23 million for that item?—A. These are a lot of items in National Defence het 
do not just seem to fit into other categories. 

Q. When you use the term “undistributed items” do you mean by that ican 
you have not allocated under these other headings?—A. That is right. 

Q. In other words, it does not mean that the allowences made have not 
been distributed in the form of payments, it means they have not been allocated 
under any other heading*—A. That is right. 

Q. This would include such items as what?—A. I should be able to answer 
that but I cannot. 

Q. I am not in any way critical, but this is a large figure—aA. I will get an 
explanation of that. It may include some items which the Treasury Board 
have said that it would not allot to specific projects before they were re-examined. 
The National Defence items ‘are large and contain all sorts of expenditures on 
specific projects which the board may wish to review in more detail than they 
can during the consideration of the estimates and we sometimes have in them — 
what we call allotments subject to allocation by the Treasury Board itself. 

The VicE-CHAIRMAN: Suppose we leave that until the time comes whee | 
the officials are here. : 
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Mr. Tuarcuer: What accounts for the increase: 
The Witness: There are two things, the increase in the convict population 
-and the increase in the cost of food and other supplies. 
Mr. THatcuer: Is any consideration being given to exploring the possi- 
_ bility of these convicts being engaged in occupations which might help to reduce 
- this item of cost? 
The Wrrness: Yes sir, we examined into that, and we take into account — 
the extent to which the penitentiaries can be made self-supporting. 
| The Vick-CHAIRMAN: Are we through with item 30? 
P Mr. Drew: No. 


By Mr. Drew: 

Y @. Under paragraph 30 I see an item of $3,104,500 for the Federal District 
Commission, including the national capital fund; does that include the purchase 
- of properties by the Federal District Commission; I mean, the purchase of 
real estate?—A. It does indirectly, sir. The estimate comes under the Privy 
Counc! office and I think it will be found at page 38, vote 280, “to authorize 
payments of the third instalment to a special account of the consolidated 
revenue fund, known as the national capital fund, established under vote No. 
809, Avpropriation Act, No. 4, 1947-48, $2,500,000.” These moneys are paid 
annually into that fund and accumulate from one year to another and may be 
paid out in payments for real estate such as you have mentioned. 


Mr. Picarp: Is there any reason it would not be under 11 (a), the acquisi- 
tion or purchase of property? 


The Wrrness: For this reason I think, sir, that this ee not represent the 
actual payment for property or the purchase of land in a particular year. This 
is a payment made into a fund from which the payments out are not dependent 
on the estimates for a particular year. We considered whether we should classify 

- it under the other item or this one. Difficulty arises from the fact that it is 
an indirect payment into this fund and then out again. 


Mr. MacpoNNELL: Where do you find the expenditures made? 


4 The Wrrness: They would be in the public accounts, sir, for the year in 
question. It would show the status of the fund, in payments and out payments. 

Mr. Drew: Well then may we take it that any land that has been pur- 
chased for the Federal District Commission would have been purchased or 
will be purchased during the current year from the accumulated capital fund 
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- of the Federal District Commission and not under general item 11 (a) which 
4 provides for the purchase of land? 

. The Wirnesss Yes, sir. 

; The Vick-CHAIRMAN: Have we finished with paragraph 30? 

3 Mr. Drew: No, Mr. Chairman, I have some more questions I would like 


to ask about that. 
The Vick-CHAIRMAN: All right. 


By Mr. Drew: 


¥ (. Also under this item I see that there is an estimate of $1,600,000 for 
research and development—civil jet planes. Now, I am not asking a question 
~ as to what that covers but I am asking this question: whether that refers to 
other items which suggest that there are also payments for the development of 
military jet engines. Do you know exactly what is covered by this $1,600,000 

for research development in connection with civil aircraft?—A. That is an item 
in the estimates of the Department of Trade and Commerce. 
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Q. On what page?—A. Page 54, vote No. 446. It is to provide for research 
and development on jet engines and aircraft. . 
@. You see what struck me was that this refers to aircraft engines and — 


my simple suggestion is based on a question of fact which we all know and ~ 


have had an opportunity to see, the C.F.-100, which I understand is also a _ 
contribution for development and I wondered if these are separate items.— 
A. Yes sir, the military item is included in Defence estimates so I put the word — 
“civil” in here to distinguish. 

Q. That is exactly what I thought. This $1,600,000 which relates to the 
development of jet engines and aircraft at Malton covers only the civilian — 
development and whatever allocation there is for miltary development will be — 
in the Defence department and not under Trade and Commerce?—A. Yes sir. ‘ 


By Mr. Langlots: 

Q. Is any portion of this item being spent through the National Research — 
Board or any similar agency?—A. I believe not, sir; I believe this covers the © 
contract with the particular company doing this work. ee 

Mr. Drew: Just to follow that through, would it be possible—possibly, the — 
official of the department might be in a better position to tell us this than you — 
would be—do you know what the corresponding item is for military 
development? 

The Witness: No, I haven’t got that. Whether it is a figure that they 
would not reveal on rounds of security or not, I do not know; in any event, 
I do not know it. You see, to reveal that item might disclose the extent of 
their activities in that field. 


Mr. Macbdonnetu: There is an item there of $1,277,000 for representation a: 
abroad; I wonder if you could tell us something about that. Where do we find — 


that by the way? o 

The Witness: If you will look under External Affairs votes, page 114 — 
and over the page, you will note at the bottom of that whole group of items 
there are a series of very substantial items, capital items—new office buildings 


or the purchase of premises—and certain items for equipment which are ~ 


undistributed in the sense that we could not readily allocate them to any other — 
categories in this table. That is what it is intended to mean. 


By Mr. Drew: § 

Q. Well now, exactly what is that; is that the smaller items?—-A. They are — 

the items at the foot of that table for the totals of representation abroad? * 
Q. Representation abroad?—A. Yes sir, relating to the vote for repre- — 
sentation abroad. If one looks at the primaries given there, there are a number — 


that do not fit into any of our categories, and these items total up I believe to A 


this amount, although I did not select them myself and put them in Hen still i 
I take it that i is the principle they were working on, a 

Q@. Also in item 30 there is Canadian Arsenals with a figure of $2,900,000. — 
Would that be the replacement of plant or is that the construction of a new ~ 
plant?—A. Yes. That, I think, relates to last year. You will notice that the — 
figure for 1949/50 is a substantial one, substantially over this year. You will 
recall that they had a serious fire loss there. 

Q. That is correct—A. That was in Quebec, at Valcartier, and parlia- | 
ment voted funds to meet the cost of replacing that. We.voted the funds there — 
to our subsidiary company and they extended them. 

Q. What is the subsidiary company?—A. Canadian Arsenals Limited. — 
Again, it is a question of whether we should show it as a portion of this item 
or under the one relating to the construction of buildings and works, but in this 
case 1t was a payment to a company. 


™ 
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By Mr. Macdonnell: 


Q. Is Canadian Arsenals on the same basis as Polymer?—A. Yes, sir. 


te And if you voted any moneys to Polymer they would come in here? 
—A. Yes. | 


Br. Mr. Drew: 


-Q. And I see another item here, an explanatory note, “balance made up 
of smaller items detailed throughout the estimates in: amounts varying from a 
few thousands to not more than the smallest itehs detailed above”, and I 
notice the total of this is $25,690,000, which would indicate that the types of 
items covered might be substantial in amount.—A. I am sorry that I did not 
bring along examples of that. We can pick out examples and give them to 
you. You will notice that the items above are items of $1 million or more. 
Where we had little items that did hot fit into those categories we just grouped 
them all down here, and these are all items of $1 million or less. 

The Vick-CHAIRMAN: Would you like to have a breakdown of that? 

Mr. Drew: Yes, I would like to have examples. 

The Witness: You mean of what would be included in this item? 

The Vick-CHAIRMAN: Yes. 

Mr. Drew: As to the type of items. We have before us so far as I know 
for the first time a breakdown under this type of headings and I think we 
should be able to see whether we think this could be still further improved or 
otherwise, and it will help us to do that if we have an indication of the type 
of item involved under this heading. 

Mr. Picarp: Perhaps I might point out that this is the first time mate- 
rial of this kind has been put before us in such complete detail and I think that 
we should give special consideration to the matter of whether or not an improve- 
ment can be made with respect to the grouping of items. | 

The Vicn-CHarMaANn: I think all the members sitting around the table 
who have followed this are very much impressed with the material and the 


information given by this very competent witness. 


Now, this morning, Mr. Bryce brought items that related to paragraphs 8, 9, 
11(a) and 12 showing a breakdown of those sections. Do you think we should 


take them up now or would you prefer that we adjourn and have an oppor- 
tunity of studying the material? 


Mr. Drew: I think there are some of these figures which could be examined 
now. I am entirely agreeable to whichever course you follow. There are some 
items on which I would like to ask questions, but on the other hand the members 
may prefer to adjourn now. 

The Vicn-CHAIRMAN: Shall we go on for a few minutes? 

Mr. Drew: Then shall I ask questions on this? 


The Vice-CHairMAN: All right. 


By Mr. Drew: 
Q. Dealing now with paragraph 8 and the material supplied to us this 
morning by Mr. Bryce and taking the item relating to the Department of 


Finance, we find that freight, express and cartage rose from a figure of $33,900 


in 1938/39 to $114,000 for 1950/51; what is the explanation of an increase of 


that kind in the Department of Finance expenditures under that head?—A. I 


think I have a fair idea of it, sir, but I just wanted to check here and see. 
Q. Yes.—A. The big item there is the express on coin silver and bullion 


_ shipments which for the current year is $75,000. It was $100,000 last year. 
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Now, you will note that that explains a large part of that item; a of course, it ¥ 
will be very much less before the war because the amount of silver. and bullion E 


shipments was much less. 


Na 


Q. Does that include the express on that?—A. The express on coin and — 


bullion shipments. 


Mr. Lancuois: Was there an increase in the freight rate on these items? — 


The Wirness: These would be express rates. There has been some increase 
but I do not know how much it is. That would be really a question to discuss 
on departmental estimates of this department. 

Mr. Macponneuu: I see there is a very considerable jump in the item 
for freight, express’ and cartage for the Department of Transport? 


The Witness: Of course, the activities of that department have increased 


tremendously. 


By Mr. Drew: 


Q. What kind of activities would that involve? While the activities of — 
the department have increased very considerably, would that increase in activity — 


involve such an increase of freight, express and cartage expense?—A. They had 


relatively little in the way of airfields and so forth in prewar years where — 


now they have not only a large number of airfields but services extending 
into the far north for which they are responsible—weather stations and things 
of that kind. 


Q. Is the actual operation of the facilities of the airports included in this — 


item of Transport Department under freight, express and cartage?—A. Those 
that are appropriate to that heading would be there, yes. The Transport vote 
includes the operation of the airports, including, for the last two years, Gander 
in Newfoundland. 


By Mr. Macdonnell: 

Q. But would freight, express, and cartage be included in the servicing of 
the airport?—A. When we have to ship supplies and equipment up to the 
northern airports, for example, or to any of the airports from outside, it should 
come under this heading. 


By Mr. Langlois: 

Q. Would that also include freight service to the North Pole, to those 
Department of Transport stations up there? You remember that three years 
ago the Nascopie which used to do that type of transport was lost. That ship 
has not yet been replaced, although I understand another one is being built. 
So I think the Department of Transport had to resort to other means of 
transportation which cost the department more. 

The Vick-CHAIRMAN: There is a reduction from 1950-51 in the amount of 
$177,000. But the question which Mr. Macdonnell had in mind was a com- 
parison with the figure of ten years ago. 


Mr. Lanecuors: I understand the loss occurred about three years ago. 


By Mr. Drew: 


Q. Take any figure there. That gives rise also to a question as to the | 


break-down of it. In 1938-39 the freight, express and cartage estimate as a 
requirement for the Department of National Defence was $166,000, whereas 
this year it is $4,900,000. 

The Vick-CHAIRMAN: But there ts a reduction. 

Mr. Drew: Or a reduction from last year. 
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‘The Vice-Cuairman: Of a couple of million. 
Mr. Drew: Approximately $1,800,000 from last year. 
The VickE-CHAIRMAN: Yes. 


By Mr. Drew: 


Q. But it is, on the other hand, about thirty times as much as in 1938-39; 
and I am interested to know what would suggest such a tremendous increase 
from 1938-39 to 1950-51, to say nothing of the increase from last year.—A. 
' The more we get into the details, the more I must defer to departmental 
authorities who would be able to give a proper explanation. | 

. Q. You would prefer to leave it for others? 

Mr. Laneuois: There is an explanation of this, I think, if you will look 
at item 3 of the “Summary of Estimates’. There you will see the pay and 
allowance figure of the Defence Forces and R.C.M.P. in 1938-39 as being 
$15,355,455, while in 1950-51 it went up to $131,689,714. 

Mr. ihe But that does not quite explain it because while there are dif- 
_ ferences in the permanent establishment, the differences in the non-permanent 
establishment are not so great. In fact, I think that the non-permanent estab- | 
lishment was larger at that time. 

The Vice-CHaAiRMAN: He means that we have got a mobile army here. 
| Mr. Drew: The witness has frankly said that one of the departmental 
Officials can give the information. 
si The Vice-CuHairMAN: It is getting close to 1 o’clock. We shall now adjourn 
until 4 p.m. tomorrow and try to finish with Mr. Bryce. 


The committee -adjourned. 


< 
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APPENDIX “A” 


8. FREIGHT, EXPRESS AND CARTAGE - 


Service 1950-51 
$ 

PROP ROUND TIE ries Soh. 5 el aehy slates Wake Steir siege Age un cater Rive Ie ore 119,615 
Catizenship and! Immigration v.)).ce005 +0 o8 ee sees s 73,495 
HEX UGVARAM EV IDA TEAS e \ aletnrasesahe be, aia oie tase eaters SierOle glove 27,350 
PAU ARCOM es Oe a alates coe ae ee a SR Ee sees 114,000 
PRISTON EIN Ase oe eck a", aumento tea a lieth Oe mia ela RRaE CES a My 22,084 
MUSE RVONTEE Mee ati nsh tt. Jan'ak ys wal sca ae eye ane paar peace nde eeemeuate whe Bose — 72,000: 

EMO SUADIG VEVOSOUTCERS dic ce 54 cise old se a este Cuslats aiaboue — 
Warton als LIST ClGe ete Se Len re Ce eae een 2 Te RE 4,908,540 
National: tealfh: and »Welfate: & .-s\civs rst oc ole « cieue wale 145,150 
UNA Eitan ON OTALC 2 «ets tLe) o aieay  adece abi et ale ec bg eae ie 260,000 

Pensions and National Health. i. .1)0. cn. ol lee eee — 
Resources and Development (i350. 6s tteic ob se bila ele 'ens 114,155 
Royal Canadian Mounted, Police ...0. 00. i5...05. 118,900 
PEO ereaAT WOOMMMENGE oc eet oh sikle bok bikie ables waite 186,820 
REA AS OO LEMAR wa a cite Wie GH tes ive late levee verntdiet a atadetiw le leit taraly 488,348 
NE ANNS OA TEE LTS! iit aCe eke Sk A he cash aa te Gietaad od the 90,500 
OPATET: (ROCHA AAU tO NE, atl MOU Bat, ERNE ae ee 5,500 
6,746,457 

9. TELEPHONES, TELEGRAMS AND POSTAGE 
Service 1950-51 
$ 

ENO UE CULOUITIO: We: ieee a ein. oe > LEGGED BP's hie Ae ae debe cama ee 191,918 
Citizenship and  LmmMisravion ss oso vee y 6 bates ee 131,625 
Civ Service: COMMISSION oP Ne Saeed ttelsa ots 10,000: 
juhpae Sarai WANE cg: Wa Bs Soe nM ey oy ana ter ACO ral 8 433,200 
USE NGI cetera ects te Melee it ec eya rebar ve, aieie Gate MioanMeeens eke ale toll 1,639,900 
POTS OARS ws ei hie ewe EA whe Poh ela ad eesinle ata de a eee Tigoe 
(WE even oh ta) Ry Rll he Sg Ales “aR NOM i Aer OLGA 684,875 
EUS EI OU Te Ncckr gs okie « Rie shalt wip ar ame We cee ee eens tome 3,500 

VINER WEN RREROUTCES MAK Snes (S.c ob crate bee is ote aoe welouene — 
Manesand “Technical Surveys... 00.5056 eee be ose nt 3,800 
NBO I CTCIICE = Wie wit’. Coats pinlocer cele ie a he eee 1,968,944 

Nabionel wrealthvand’ Welfare «3 2.0.4 tescteme sees 8 149,210 . 
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265,000 
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a 
1938-39 


$ 
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166,700 
199,000 
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17,840 
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1,784 


639.825 


13,650 
2,900 


43,165 4 


62,932 


143,850 
62,424 
39,000 

104,285 


38,885 
40,800 
323,330 


1,750 


960,248 


€ 
*This amount of $334,080 for 1950-51 described as “Communication Services” in the Estimates | 
was inadvertently omitted from item ‘9, “Telephones, Telegrams and Postage” in the general 
Summary and was included instead in item 30, “All Other Expenditure”. 
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MINUTES OF PROCEEDINGS 


Tuurspay, May 11, 1950. 


The Standing Committee on Public Accounts met at 4 o’clock p.m., the 
_ Chairman, Mr. L. Philippe Picard, presiding. “ 


Members present: Messrs. Anderson, Balcer, Boisvert, Boivin, Browne 


j (St. John’s West), Cauchon, Cavers, Drew, Croll, Kirk (Digby-Yarmouth), 


_ Major, Macdonnell, Picard, Richard (Gloucester), Richard (Ottawa East), 


; Riley, Robinson, Thatcher, Warren, Wright. 


In attendance: Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


The Committee resumed consideration of the summary of the estimates for 


4 the fiscal years ending in 1951, 1950 and 1939, and the explanatory notes cover- 


ing the items detailed therein, tabled by Mr. Bryce on Friday, May 5, and printed 


4 as Appendices A and B to that day’s minutes of proceedings and evidence. 


Examination of Mr. Bryce was continued. 


At 6 o’clock p.m. the Committee adjourned until Friday, May 12, at 


4 i o’clock a.m. 


) 
Me. ic A 
ss 
¢ 
’ 


2a 
Se 


‘ A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


‘ 
House or ComMMons, 


Tuurspay, May 11, 1950. 


~ — The Standing Committee on Public Accounts met this day at 4 p.m. The . 
_ Chairman, Mr. L. Philippe Picard, presided. 

’ The CHairMAN: Gentlemen, our quorum is complete. 

: Mr. Drew: Do you include me? 

i, 


The CuHairMANn: We were waiting for you. 
Gentlemen, may I remind the committee again, to make sure that there is 
~ no mistake, that we are not yet on the public accounts. I have read the evidence 
of the last two days and I see that many questions were asked on the public 
accounts and that members have been dissatisfied when the chair called them 
_ to order. I am in the hands of the committee, but it has been decided that we 
_ first would hear the Auditor General on his report and material which he placed 
_ before us relating to important topics. He submitted a report on the estimates 
» and there was also a report dealing with Agriculture, and other matters; and 
_ then we decided that we would call a gentleman from the Treasury Board, it 
_ happened to be Mr. Bryce, the Assistant Deputy Minister of Finance and 
' Secretary of Treasury Board, to give his comments on Mr. Sellar’s_ brief. 
_ During the course of questioning at the first meeting when Mr. Bryce was on the 
stand he agreed to supply certain supplementary material; then, during the last 
two or three meetings the committee was dealing with a proposal made by Mr. 
' Drew of having the estimates include a summary by functional classifications. 
_ It just happened that in the department he represents the witness had had work 
of that kind prepared and he was able to place a memorandum before the 
committee in the form requested. Now, in connection with that memorandum, 
may I point out that we are not here to deal with each item there as relating 
to the public accounts, the idea was to study the advisability of having such a 
summary as was suggested by Mr. Drew and brought in by Mr. Bryce included 
in a section preliminary to the details of the main estimates. I would not like 
- the impression to get out that any question which may be asked will be ruled 
- out of order, but I would again call your attention to the fact that 1t was agreed 
that we deal with this memorandum in its relation to the preparation of the 
estimates. I think it was Mr. Thatcher himself who moved that we study 
the suggestion put before us and that we deal with it item by item. Now, it 
happened that during the course of our study of that brief presented by Mr. 
_ Bryce other questions were asked by members of the committee—irom a review 
of the evidence I observed that Mr. Thatcher asked for a more detailed break- 
down with regard to item 8, dealing with freight, express and cartage. That is 
now before us. There was also a request for more detailed information with 
respect to item 9 relating to telephones, telegrams and postage, and we have 
that before us. Then there was the further request for a more detailed break- 
down of the items which go to make up the paragraph 11(a) and also the 
- paragraph 12(a), and that has been supplied and is now before us. We have 
~ now reached the point where we are on the details supplied at the last meeting 
_ by Mr. Bryce on freight, express and cartage. Only one or two questions have 
been asked on that, but I believe Mr. Thatcher at adjournment said that he had a 
few more questions he wanted to ask about that item. 
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‘ } 


Now, gentlemen, I think we should carry on until we have finished explore 
this material, this idea of having a special summary prefacing the detailed 


a 


main estimates: and ‘once we are through with that we can revert to an — 


examination of Mr. Bryce in respect to the brief submitted by Mr. Sellar with 


| 
regard to the estimates; and, if we carry out the plan put before us by the — 
steering committee, we cannot deal with anything else until that has been — 


disposed of. As I see it, that is the sequence of the work of the committee, so — 


I do not think there is anything extraordinary in the chairman or the vice- 


chairman taking the stand that certain questions are out of order until we reach © 
the time when we are studying the public accounts. .At the moment we are — 
studying the suggestion made as to having a special summary put in the — 
estimates. When we have completed that, as I just said, we will go on and ; 
get Mr. Bryce’s views as to the desirability of accepting the views presented by — 


Mr. Sellar in his memorandum on the estimates. 


At the moment we are on the item 8, freight, express and cartage, as supplied 


by Mr. Bryce. 


Mr. TuatrcHer: May I say this, Mr. Chairman, that I think it is important q 


with respect to some of these items that we should get some of the detail while 
we are discussing this matter. For instance, on this question of Public Works, 
I doubt if we would ever get to that in the pubic accounts if we stayed here 
through all July, August and September. The only way we can get any informa- 
tion on it is to ask questions now when this material is before us. If we wait 
until we reach these things in the public accounts we shall never get to them. 

The CuHarrMANn: If we were to ask all the questions that occur to us now 
we would never get through with our consideration of this memorandum. We 
have to observe an orderly sequence in our work. It was suggested first that we 
would call the Auditor General and get him to deal with his report and submit 
such other material as he thought should be brought to our attention, and then 
it was considered that we should have some official from the Treasury Board 
to give his views as to the suggestions made by the Auditor General. Then 
we had the suggestion by Mr. Drew that a summary of main items of expenditure 
might be useful in connection with a consideration of the main estimates. Because 
of the fact that the Treasury Board officials had something of that type prepared 
for the use of their own department Mr. Bryce was able to bring such a summary 
before us for consideration. Now, as I said, we are not studying each of the 
details in these items as items in the public accounts, but rather as to the value 
of such a summary in connection with the estimates., The witness before 
us is not the one who would answer questions of that kind, we would have to call 
officials from each of the departments concerned. This witness is here as an 
expert on the preparation of the estimates, and with him we are studying the 
submissions or suggestions made in Mr. Sellar’s brief. Then, Mr. Sellar also 
brought in the matter of regrouping the items of estimates for Agriculture, and 
when we come to a consideration of his views on that item we should have before 
us officials from the Department of Agriculture. 

There is another proposal before us, to have the Comptroller of the Treasury 


here to comment on the suggestions made by Mr. Sellar in his submission, I — 
think all we can do, having established an order of business, is to follow it. And — 


my suggestion today is that we carry on the work we have before us in some 


orderly fashion and that we give Mr. Thatcher, or whoever may be interested, 


an opportunity of putting their questions on the material we have before us 


under this item 8—freight, express and cartage. Are there any questions on that? 


Mr. Fraser: Yes, I have a question. 


By Mr. Fraser: 


Q. I notice that with respect to.Mines and Resources there is noth | 
indicated for 1950-51 under this heading; it occurs to me that they certainly — 
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would have some expense in connection with cartage in there, would they not? 


_—A. Yes sir, but in the time available to us we could not consolidate those items 


in connection with those for Citizenship and Immigration and Resources and 
Development. 

@. Then, in connection with Health ist a Welfare, I see there is an increase 
of $34,000, I would have thought that would have been lower.—A. Those depart- 
ments have now disappeared. It is just a question of tracing the votes. 

Q. Oh, I see; what formerly was Mines and Resources is now shown under 
Resources and Development, is that right?—A. Yes, in making up their estimates 
they have taken into account what they could learn about the cost of these 
various services in the old department. 

Q. But that would only be an estimate?—A. Yes. 


The CHAIRMAN: You see the point there is that what used to be the former 
Department of Mines and Resources now comes under the new Department of 
- Resources and Development. 


Mr. Fraser: Yes, that is what I meant. 


Mr. Macpvonneui: Did I understand you a moment ago to say that Mr. 
Bryce was bringing in a further breakdown of this item? 


The CHAIRMAN: No, I said that in answer to the request of certain members 
Mr. Bryce had brought in a breakdown of the lump sum on these items. 

Mr. MacponneE.u: I think we were interested the other day in getting some 
more information on this item of about $5 million under National Defence for 
freight, express and cartage. My recollection is that we were Just discussing that 
item in its broad approach, and it ts such a huge item where you would ordinarily 
think it would be a relatively minor item of expenditure, that we thought we 
might have an indication as to just what was involved in that; and, as I recollect 
it, the explanation was given with respect to the item on Transport, for instance, 
that the reason for the “big increase there as compared to 1938-39, was that it 
had to do with airports. Could we not be given some information as to the reason 
for the size of this item in connection with National Defence? 

The CuairMAN: Is that item in the estimates? 

The Wrrness: I do not believe it is detailed in the estimates volume, sir, 
but with regard to the one that Mr. Macdonnell wants some information about 
I would say that that is due to the growth in the Defence establishment which 
is very many times what it was before the war; they are very much more spread 
out, very much more mobile, very much more heavily equipped. 


By Mr. Macdonnell: 

Q. I suppose a thing like Sweet Briar would cost a lot?—A. Yes. 

Q. I quite realize that—A. It is not only the increase in the size of the 
Defence organization but in its activities as well which gives rise to that. 
Beyond that I am afraid it would be necessary to get the details from the 
department. 

Q. Would there be any a as given to it outside of the department, 
would there be any outside check on it? 

The CHARMAN: Would that be under the Comptroller of the Treasury? 

The Witness: No, the responsibility of the Comptroller of the Treasury in 
that respect would be merely to see that the authority existed for making that 
expenditure and that the proper votes were available. 

The CuarrMAN: But the Auditor General would be the one to audit the 
expenditures? 

The Witness: He audits them, yes sir. He is not responsible for controlling 
them. 
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By Mr. Thatcher: 


Q. I was wondering whether Mr. Bryce could give us any information fon 
this very great increase in this item for Transport in this year’s estimates as 
compared to 1938-39?—A. That was mentioned the other day I believe. Itisa 
very large increase I must confess, but what rather surprised me was that the 
amount in 1938-39 should be so small for what was a large department even at 
that time. If you consider that the total expenditures of the Department of 
Transport are of the order of $80 million in the estimates for this year I do not 
think this figure looks large in relation to that total. 


@. What would that consist of, what materials would be covered by that 4 


item?——-A. The Department of Transport—it should be recalled that they 


operate canals, they operate airfields, they operate various services in connection  ~ 


with aids to navigation and things of that sort, all of which are very widely 
spread out; they operate weather stations across the country and into the far 
north and there would not only be a great deal of freight on stores to be shipped 
but express and cartage charges on shipments in getting the materials from where 
they are delivered to where they were required. 

@. Do you feel that there should be fifty times the amount of freight 
involved?—-A. With regard to that I am rather surprised that it is such a low 
figure for the prewar year; 1t makes me feel that possibly there must have been 
something of a comparable nature prewar in some other items that we have not 
been able to ferret out. 


The CHAIRMAN: Shall we go on to item 9—telephone, telegrams and postage? 


By Mr. Fraser: 


Q. I wonder if Mr. Bryce could tell us just how this works out. The 4 


Minister of Finance stated in the House that telephones came under his depart- 
ment now instead of under Publi¢e Works. Am I right in that?—A. Telephones 
in Ottawa, sir. 

@. Just the telephones in Ottawa?—A. Yes. 

(). Well then, the telephones out of Ottawa would be under Public Works, 
would they not?—A. No sir, they are under the departments actually using the 
equipment. 


Q. But Public Works when they looked after all telephones would look 


after only the servicing end of it?—A. They did that previously. 

(). All right then, these items that we have here, the telephone items in this 
statement, would cover long distance calls and telegrams and postage in these 
departments; that would be their long distance ealls that this would cover? 
—A. Also their telephone equipment rentals and so on outside of Ottawa. 

@. And rentals outside of Ottawa?—-A. Yes. 

Q. In the different offices?—A. Yes, which might be quite substantial 
amounts in the case of the larger departments. For instance, in larger offices such 


as Income Tax and Customs and Excise where they have quite a number of 7 


phones. 

Q. And that would be the service charges?—A. Yes. 

@. And that would be entered up against National Revenue?—A. Yes. 

(. And I see that. with respect to the current year there is no entry of an 
estimate in connection with Public Works while in 1938-39 the amount was 
$104,000 and some odd; why is Public Works mentioned here at all?—A. Well, 


sir, I would refer you to the general point that I made in submitting these — 


figures at the beginning. These tables show what we have been able to locate in 
the estimates as previously provided for these things. There will be a relatively 


small amount in Public Works under the sundries item that we were not able to — | 


pick out. If you go back to the old Public Works figures, prewar, that would 


cover all the rentals in Ottawa whereas, for the current yvear it would only — 
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cover the department’s own telephone costs, as I said, now the general costs come 


under the Department of Finance; and you will notice that that item is now 
very much larger, $1,639,000. 

Q. Yes, but they do not show anything for this year or last year—A. They 
would only have their own departmental items, 

Q. Where would it show in your estimates?—A. I am afraid it would not 
show anywhere at. all except in the sundries item for Public Works. That would 
be in the residual item given on the last table at the end, the item which includes 
the other items we could not divide easily. 

(). It appears to me that there must be something wrong with the accounting 
there. I feel the Public Works the same as any other department should 


definitely show what they pay out for telephones. That is not a sundry, that 


is telephone service, and that would include long distance calls as well as local 
service. It seems to me it would not ‘be hard to show that and it must come to 
quite a substantial sum.—A. If the members of the committee feel that that sort 
of thing should be segregated in each vote where it applies we could make an 
endeavour to do it. In some cases it would be only a relatively small amount 
in a particular vote. 

@. I appreciate that, but Public Works have a great number of offices 
here and they have offices in other parts of the country. For instance they have 
offices at Toronto, at Montreal, at Winnipeg, at Vancouver—right across the 
country.—A. Yes. 

Q. And I thmk the Public Works as weil as other departments should show 
what they spend on telephones, telegrams and postage. I think it is only fair 
to the country to know what sundries are-——A. Yes. Well, it is just a question 


-of how much detail the members wish to have listed in the details in the 


estimates book, and under what vote; and if this sort of category appeals to you 
as one that should be shown in all the votes we can secure it when the estimates 
are being made up. 


By Mr. Macdonnell: 

@. Have you a breakdown showing each of these items, telephones, telegrams 
and postage?—A. It is difficult to be sure. These are the figures that are made 
up in advance, not the bills that have been paid, and the department may not 
know in respect to a particular estimate what amount was for telephones and. 
what for telegrams. 

Q. For instance, the $2 million for National Defence under the headings 
of telephones, telegrams and postage, some of that would be covered by the 
frank—one question that I would lke to have further information on .is long 


distance telephone calls, because when you get right down to business, we all 


realize how easy it is to abuse the long distance telephone privilege, and I] was 
wondering what experience shows; for instance whether any thought is given to 
the fact that an air mail letter would arrive the next day and might save the cost 
of a long distance telephone call. Without labouring the point, what I would 
like to find out is what provision there is for taking on things of that kind? 

The CuairMAN: Are you suggesting that we should recommend that in 
future it would be advisable in the summary giving the functional classification 
of estimates that we should ask for all departments to list items such as telephone 
calls and telegrams as separate items in their estimates? 

Mr. Macponneuu: I would not go quite that far, but I think that informa- 
tion should be available on questioning. 

The CuHairMAN: Would we not be able to get that from the public accounts? 
Items such as that would be reported in detail there and we could call officers 
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from the department to deal with a point such as that. We are now considering _ 
the advisability of including a summary such as the one before: us in the a 
estimates. | 
Mr. Fraser: Yes, Mr. Chairman; but in practically all the other depart- 
ments telephones are listed. 
The CHAarRMAN: That is right. 


Mr. Frasgr: They are listed in a majority of the departments and I do 
not see why they should not be listed in the case of this particular department. 


By Mr. Macdonnell: 


@. We have had an increase in ten years from $960,000 to $8,930,000, and 
I think that we should have a full understanding as to how that happened— 
A. Perhaps I might be permitted to point out that this includes teletype services 
as well, which in some cases is quite expensive. For instance, for the Meteoro- 
logical Service which would be under Transport, which has a whole system of 
teletype service throughout the country, I think the teletype item alone there 
runs to $600,000 a year. 

Q. And rentals? 

Mr. Fraser: That is rentals? 


The Witness: Yes, sir, that is rental for teletype lines from commercial 
companies. Of course, national defence operates a very large teletype system 
as well; how much of their expense is on teletypes and leased lines I do not know, 
but they have an elaborate system. 


By Mr. Macdonnell: 


Q. Now, to be relevant, that is for the sake of instantaneous communication, 
is it not?—-A. Yes, sir. 

Q. How urgent is it that these messages must go in a matter of minutes — 
instead of a matter of hours. 

The CHarrMAN: That is not a question for this witness. 


By Mr. Thatcher: 


@. I was wondering if Mr. Bryce could tell this committee if he knows of — 


any savings that could be made on this matter of telegrams, telephones and 
postage? —A. Well, sir, it 1s very difficult for me to be put in a position of — 
criticizing other departments, 

QI “do not mean to be facetious, but it would seem to me that if you had 


some idea that the committee might do something about, you might be helping ~ 


the committee and helping the taxpayers generally. However, if that is not a 
fair question I will withdraw it. ° 

The CHarrMAN: I think Mr. Bryce might be asked this: What do you 
consider we should have in the estimates regarding these items so that we could 
form an opinion whether this expense was justified or not? Could you tell us 
as to how these should be put in the estimates in such a way that we could know 
in advance whether we are justified in voting such a big estimate? As to 
economies, I doubt if this Treasury Board official would be the one to ask. 

Mr. Tuatrcuer: If he has no ideas along those lines he can say so. 

The ‘CHAIRMAN: He is here as a witness on estimates, to tell us how we 
should have the estimates presented to us so that we can judge whether they are, 
as you say, exaggerated, or not. But when it comes to whether savings can be 
made, I think the Auditor General or the Comptroller of the Treasury would be 
the ones to advise us on that because they audit these expenses. The witness — 
does not know. He just prepares the estimates from the figures given to him ~ 
by the departments. Remember, we are studying estimates and not expenses 
at this moment. 
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By Mr. Robinson: 


-Q. A few days ago, Mr. Bryce, you detailed to the committee the procedure 
of getting out these estimates. You told us about asking the departments in 
October or thereabouts for their estimates for the year and they eventually 
came to the Treasury Board and were examined in some detail. Now, taking 
the Department of National Defence again, in 1949-50, the estimates were some- 
thing over $2 million; in 1950-51, they are a little less than $2 million. Now, 
in what form would the estimates reach you so that you would be able to form 
a judgment on the validity or otherwise of those figures?—A. Well, they reach 
us eventually in quite detailed form and the officers of our department go through 
them in detail with officers of the Department of National Defence and of the 
various services, and, of course, there are so many very large questions arising 
on defence that the control of the total of the defence vote is hardly the major 
way in which expenditures, let us say, on telephones, are controlled. The 
questions that determine the total size of the vote are much larger questions, 


but the amount to be provided for items of this kind: is controlled in general by 


the Treasury Board, and the detailed control over the use and the justification 
given to the board for that amount required under that heading is made by the 


‘ Department of National Defence. 


Q@. Let us be a little more specific. Would National Defence say: here we 
want so much for Camp Borden for this fiscal year covering those items, so much 


for Ortona barracks, so much for each different establishment, or would “it go 
‘by districts? How would that reach you? 


A. It would reach us in terms of 
several dozen items of the kind that are listed in our main tables of categories 
and not by every camp as such, but by army services as a whole and certain 


groups of that, air service, navy, would be examined. But I would not lke to 


suggest that the Department of Finance is staffed to go into all these details 
in the Department of National Defence. You would have to have a score of 
men or more employed on a huge variety of detail, and frankly, I have not the 
staff to follow that through in great detail. 

Q. As I understand that, do you mean there would be a blanket item for a 
particular service, such as the army service corps, or would the detail come by 
military districts?—-A. I know the departmental officers themselves make up 
their total estimates from a summary of the detail under these various heads 
received from their various districts and commands and such, but I would like 
to make clear is that the Department of Finance acting on behalf of the 
Treasury Board is not in a position where it could say that it has examined 
every bit of that detail and would be in a position to criticize it in all that detail. 
We do not have the staff and we do not consider it worthwhile or practical to 
get the staff to examine all that detail. We rely on the Department of National 
Defence to do that. 

Mr. MAcponneELu: I once undertook to say to the minister there was only 
one way to get economy and that is to tell the departments they would get so 
much money and that they would have to do the best they could with it. I do 
not know whether that would make your work much easier. 


By Mr. Wright: 
Q. Has National Defence any leased lines?—A. Yes, they do, they have | 
a very large teletype system of their own and there are some which they operate, 
some as leased lines, some of it is radio links; it is all built up, some are facilities © 
for our defence in war to a considerable degree. 


By Mr. Macdonnell: 

Q. Would they argue that that is necessary purely from the point of view 
of the possibility of war?—-A. Not purely, it is of value for peacetime purposes, 
but to what degree it is justified that way and by war I am not in a position 
to say. 
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Q. But I mean would they argue that the program of preparedness was 


sufficient to justify it?—-A. That is certainly one of the arguments they would — 


put up to us but I think you should address that question to National Defence. 


By Mr. Fraser: 

Q. I would like to ask Mr. Bryce about the finance figure here for 1950-51, 
it 1s $1,639,900. Now, that is up $515,600 from 1949-50 estimates, and that 
increase would not be due entirely to the Finance Department taking over the 
telephones?—-A. Not the inerease in the past year, no, sir. 

Q. And, of course, postage for family allowance cheques is $875,000 for the 


year. That, of course, was on last year. Now, I would like to know why that has — 


increased over half a million. I would like also to know if the Department of 
National Health and Welfare should not have been charged with the postage 
of $875,000 on family allowance cheques, and also the Department of National 
Revenue, $260,000 on the postage of the refund cheques on income tax. ‘This 


does not give a member or anyone else a fair picture of the setup when items like 


that are charged to the Finance Department and not to the regular department. 


P. 
= 


—A. Well, sir, might I endeavour to answer several of those at once, at least at 


one time. As to why there is that very large increase between last year and this 
year, I would have to enquire about it and bring you a detailed answer. I do not 
have sufficient of the details at my fingertips. As you point out, there is here 
over $1,100,000 odd in postage. 

(. That would have been nearly that amount last year too?—A. Yes, it was 
$100,000 short of last year’s or thereabouts. Now, your question as to why we 
do not show the postage on family allowance cheques under National Health and 
Welfare goes to the ‘heart of a serious problem in dealing with the arrangement 
of estimates which the committee is considering, because we have here two 
bodies that are concerned with the family allowance cheques and I will mention 
a third. The Department of National Health and Welfare, of course, shows 
under its votes the cost of the family allowances and the cost of their adminis- 
tration offices. Now, the Comptroller of the Treasury throughout the country 
has large offices handling these family allowance payments and he shows not 
only these costs of postage on the cheques but the cost of obtaniing the cheques, 
the cost of the staff to verify the proper amounts to put on the cheques, and the 
cost of handling them. The Department of Finance proper in its administration 
vote covers the large cost of our cheque adjustment branch here in Ottawa that 


brings these cheques all together, collates them, adjusts them with the banks, /* 


and we have there a large unit in the Department of Finance, over two hundred 
people, perhaps at a cost of half a million dollars a year or more, a large part 
of which is concerned entirely with those family allowance cheques and similar 
cheques. So there are many costs of issuing the family allowance payments that 


are not shown under National Health and Welfare, and our problem of how far — ‘ 


we should go and should show the cost for a particular function of that sort and 
attribute it to what seems to be the obvious heading in the estimates. The 


Comptroller of the Treasury serves nearly all departments and nearly all units, — 


so some of his costs should in essence be allocated against family allowances, 
National Film Board, External Affairs, in some degree; so with the services of 
the Civil Service Commission, so with the service of Public Works Department, 
the King’s Printer. Now, it may be that we should make an effort in the 


estimates to try and allot these to some department under the main votes that 


cover that service. If the committee felt that was important we could explore 
the possibility of doing it that way. I believe the United Kingdom does that— 


Q. Yes, I was going to say they do it that way.—A. —to some degree in : j 


their estimates but it would take a good deal of working out. 
Q. It would take a lot of working out at the start but after the system was 


installed it might be easier for you. At least, I do not know but I imagine it a 


‘a 


ee ean ae a es 


PUBLIC ACCOUNTS 329 


would be. You mention that you have got these treasury officers that are paid 
by the Finance Department. I think you have twenty-one of them in the 
National F ifm Board alone, and I think that charge should be charged to that 
department in order that they would know what the overhead was in that 
department. They have not now a true picture of it. 

The CuarRMAN: You want to have the item for the Comptroller of the 
Treasury disappear from Finance entirely and split it up into departments that 
it serves? If you follow that too far it will amount to the same. Do you want 
to allot the cost of printing and stationery and so on to each department, rather 
than to have it shown on the King’s Printer? It is the same for all departments. 

Mr. Fraser: Stationery is done that way to a large extent. The Public 
Works looks after the King’s Printer but I believe when they have a job to do 
that is charged tthe separate department. I think the way we have the setup 
now was all right when our estimates were down below the half billion dollar 
mark, but now we are over the two billion dollar mark. 

The CHAtRMAN: What would be the advantage, exactly, of having it separ- 
ated? Instead of knowing the cost, of operating the Comptroller of the Treasury’s 
department to control all these expenditures, you would have that cost spread 
all over the departments. For mstance, we have the Auditor General’s costs 
shown in one lump sum. We know exactly what it costs to audit the books of 
government. We know what it costs in one lump sum for the expenses of the 
Comptroller of the Treasury. Now, you would have us break up those items and 
allot them to separate departments. At the present time you know actually what 
it costs to control the expenditures, and you know what it costs to audit them. 


Mr. Fraser: But you do not know how much it costs to run them. 


Mr. THatcHer: Mr. Chairman, would it not be better to get on, to try and 
get somewhere where we can ask hard cash questions on how this money was 
spent? 

The CHAIRMAN: We will have a few meetings before that because we have 
to finish the report of Mr. Sellar and before we finish that we have got to 
have this witness give his version of Mr. Sellar’s report. We cannot get to public 
accounts until we finish the first order of business. 

Mr. TuHatcHer: When are we coming to the point where we can ask 
questions? 

The CHAIRMAN: You can ask questions when we are on public accounts. 
Now, we are on the classification of estimates that the committee asked for. We 
cannot reach a conclusion on the advisability of recommending to parliament to 
adopt Mr. Sellar’s views unless we have studied his brief. It is the way of 
presenting estimates that we are studying. That is another matter entirely. 
I hope we will have time enough to reach every department but at the moment 


- it has been the wish of the committee to study the report by Mr. Sellar and 


I think we ought to finish that before we go into other questions. 


By Mr. Richard (Ottawa East): 

Q. Mr. Bryce, with regard to telephones, I understand in the old days the 
Bell Telephone Company brought the telephone trunk lines to the government 
buildings, and the Public Works Department did all the wiring and installation 
with the instruments furnished by the Bell Telephone Company; and that 
amounted to $104,000 in 1938-39. Now, is that charged to the Department of 
Finance this year?—A. Yes, sir, the cost of our contract in Ottawa with the Bell 
Telephone Company is now charged to the Department of Finance. 

Q. That is just the question I asked last year: has the Bell Telephone 
Company got a contract with the government now to do that installation in the 
various buildings?—A. I am sorry, I was thinking of our general rental contracts. 
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The installation within Raseaih of the buildings is now being done by the Bell 1” 
Telephone Company. For instance, I think it is being anne by them in thea 


East Block. 


@. And who does the rest?—A. The wiring in most of She buildings has 


been installed in the past by the Department of Public Works, and that equip- 
ment and wiring remains the property of the crown and changes in it are made 
by the Department of Public Works. 

Q. Do you know if we have a contract with the Bell Telephone Company 


to install telephones today?—A. Yes, in certain of the buildings which are — 


entirely new, wiring is being put in by that company. 
Q. Have we an estimate of that broken up?—A. I have not that offhand, no. 


By Mr. Thatcher: 


@. Is the reason for that because you thought you could do it more — | 
economically?—A. They have their own crews who are experts in telephone 


wiring, and we came to the conclusion in the case I mentioned that they could 
do it more economically. If I could answer the other question at this point, 
I do not like to leave it, and say we have no ideas as to how we can economize 
in these things; we have put in ideas in the past and we are endeavouring in the 
Department of Finance to do that all the time. In the field of telephones in 
particular we have a staff that examines the requests of departments for telephone 


equipment, and helps work out with them the most economical types of equip- | 


ment, and that is their function. The installations that any department requests 
must come to that office to be examined and then is approved. It is approved 


in facet by Treasury Board minutes. Our control of telephone equipment is very — 


detailed indeed: We endeavour to make it as constructive a control as possible 
because we try to furnish the departments and the officers of the departments 


with assistance and advice in locating and using telephone equipment as 


economically as possible. 

Mr. Ricuarp (Ottawa East): I have always feared the exorbitant cost of 
anything that is done with reference to rentals by outside companies. However, 
we are not there yet so I will leave it. 


Mr. Cavers: Would not the increase in Finance estimates for telephones 


and telegraphs be due to the cost of servicing the new province of Newfoundland? 

The Wirness: I do not think there is very much there. That is telephone 
and I do not want to comment on that large increase without ascertaining the 
reason behind it. 

Mr. THatcHer: Mr. Chairman, Mr. Bryce made a significant statement 
a moment ago when he said the department has ideas as to where economies can be 
effected here. I do not wish to labour the point, but would it not be sensible 
then if you would have the witness pass that information on to this committee 
so that if he cannot do anything about it maybe we can. 

The Wirness: I am supposed to put them into effect and we are doing so 
from month to month. As I mentioned the other day we have installed leased 
lines between Ottawa and Montreal and between Ottawa and Toronto for the 
purpose of reducing long distance charges, and we have succeeded in that pretty 
well. 


By Mr. Thatcher: 
Q. There are no specific savings here that you would recommend to this 


committee?—A. No, sir, not offhand, and I think that my recommendations 


should bé made to the government and then it is up to them to say what we should 
do about them. 


Mr. ANpERSoN: You have not the Department of Justice in this list? 


~ 
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The Wirness: ‘They would be relatively minor in this category. 

Mr. Fraser: On National Revenue, there is an increase there of nearly 
$70,000 in the year. Would you get a check on that, Mr. Bryce? 

7 The Wrrness: Yes, sir. 

.. The CHairMan: Are we through with item 9? 

?. Now, we have item 11(a) which is in reply to a request made by a member 


_ for a breakdown of 11(a). [Acquisition or Construction of Buildings, Works and 
Structures. | 


By Mr. Macdonnell: 
Q. Is there anything you would like to say about Agriculture? I see an 
amount there for buildings, $14,900,000. I have not gone through the estimates 
_ carefully to see where it comes in—A. They would be fairly widely distributed. 
- The experimental farm service has, of course, a considerable building program 
in their votes. They have a very large number of buildings throughout the 
country and are ‘building some new buildings 4s well as:modifying and expanding 
old ones. The science service has some buildings in their administration votes. 
‘They group, I believe, all their building programs in the vote for science service 
administration and that is one reason why it is as large as it is. They plan their 
building programs under that heading. You find I believe, under production 
seryice, health of animals for example, building items in there. Then also, of 
course in the Prairie Farm Rehabilitation Program, and the large major works, 
water conservation projects, there are enormous items that belong in this 
" category. 

(). Let us leave Public Works aside for the moment, and look at two of the 
larger items, National Defence and Transport. What about those two?—A. Yes 
sir, for the Department of Transport you have a very large airport program in 
there which is a major item, I would say from memory, as well as several smaller 
ones throughout—well, the Canso Bridge would be under the Transport vote. 

Q. Not in Public Works?—A. No sir. I think that is under the Department 
of Transport under railway services and transport—yes, $2 million under 
- vote 491. That would be the sort of thing in Transport. The other one you 

spoke about was the amount in National Defence? 

Q. Yes—A. Of course, there are various Defence works ranging from 
airports, R.C.A.F. airports on the one hand, to things like buildings related 
to housekeeping functions of the Department on the other, even buildings for 
- - married couples. 
) Mr. Fraser: But we have a jump there from 1938-39 to last year—that 
would-be accommodation in the various training centres for the men? 
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y The Wirness: Yes.. I should perhaps explain in that connection that this 
| item would not include the married quarters program which at the present time 
_ is being financed through the Central Mortgage and Housing Corporation under 
loans to veterans and so on. It is well to bear that in mind in connection with 
this item. 

Mr. Fraser: Yes. 

The Cratrman: Any further questions on 11(a)? 


By Mr. Fraser: : 

Q. With regard to married quarters which you say comes under Central 
Mortgage, will we have an opportunity of going into that in public accounts? 
Is that in any public accounts item?—A. That is the item under the heading 

Loans and Investments in vote 562. We have not shown it because these are 

expenditure figures; but I did want to make it clear that there was that item, 

just as a matter of information. 
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(). And how much is 1t?——-A. $75 million, vote 562 on page 70. > ae 
Q. But that is entirely a Defence proposition, that is on Defence property — a 


A. It is on Defence property; but, of course, it assists in meeting the general _ 
housing requirements of the nation, because if a family are able to move into _ 


married quarters it leaves other housing accommodation clear for civilians. 

Q. I agree with that, but I was just wondering why even if Central Mortgage 
did do the job it still should not be charged to Defence because it is entirely 
a Defence proposition—A. Well, of course, Defence will provide the funds for 
servicing the investment, so to speak. 

Q. Well then, this $75 million is not charged to Defence?—A. It is chargeal 
initially as a loan to Central Mortgage and Housing Corporation but will be 
charged eventually in one manner or another to National Defence. 

Q. In what way?—A. I am not certain at the moment as to just how it 1s to 
be shown, but that is one of the problems which arose. This program only 
commenced a year ago. No houses have been completed as yet so there is 
nothing to charge. 

Q. But some of them have been built——A. Maybe a few, but no complete | 
project. 

The Cuamrman: Shall we go on now to 12(a), Acquisition or Construction 
of Equipment? 

Mr. Drew: I take it that Mr. Bryce is simply presenting these figures and 
that he does not have any of the component factors, and for that reason I think 


it would be better to ask someone from the different departments such questions 


as I have in mind in connection with National Defence where the comparative 


figures were $12 million for 1938/39 and $129,412,000 for 1950/51 for the ~ 


acquisition or construction of equipment. Now, I assume, Mr. Bryce, that would 
be a question to be answered by someone from the Department of National 
Defence? 

The Wirness: Yes sir. 

The Cuarrman: At the moment we are dealing with the suggestion of having 
a summary by functional categories. 

Mr. THatcHer: But I believe we should have such information as Mr. Bryce 
is able to give. Have we finished with Mr. Bryce now? ; 

The CHarrMAN: We haven’t finished with Mr. Bryce, we have finished with 
this suggestion of a summary by functional categories. If there are no further 
questions on this material we will proceed to the next order. 

Mr. Fraser: I did not understand that we have finished with this witness yet. 

The Cuarrman: No. We have finished with him with respect to Mr. Drew’s 
request. We did not ask him to appear here especially for that. We asked him 
to come here to give us ‘his views as the senior officer of the Treasury Board on 
the suggestions by Mr. Sellar with regard to changes in the preparation of the 
estimates. 

Mr. Drew: If we are finished with this phase of it, perhaps he would like 
now to deal with my request for information with respect to properties. 

The CHarrMAN: Yes, but I think Mr. Bryce has brought with him a break- 
down which was asked for by Mr. Fraser, and some of the other members of 
the committee, with respect to certain items in this summary. He might like 
to give that to us now. 

The Witness: At the last meeting of the committee I was asked if I could 
give some indication as to the type of item included in “all other items’, the 
residual which appears at the end of the memorandum, amounting to a total 
of about $26 million. I have arranged to have ‘a dozen or so items taken out as 
examples which if it is of interest I can have distributed to the committee. They 
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4 illustrate the nature of the items. I must regretfully say that I found one item 
R there which runs slightly over $1 million, a grant in aid on research made to the 
_ National Research Council. 


_ ‘The Cuarrman: That will go in the record at this point and copies will be 
_ distributed to members of the committee. 
C-6 


_ 30. All Other Items—Balance Made Up of smaller items detailed throughout 
p the Estimates 
_ This item includes provision for services that do not lend themselves to 
distribution under the specific headings detailed in the Main Summary. 
A few examples are: 


Agriculture— 
Land Protection and Reclamation; clearing and Settlement of new 
AU ONO LEP PEA slay g oie ahs a ag earn Ba Malian Gea hae Gi Ceca Rr age AY $ 200,000 
| Citizenship and Immigration— 
POs GLU LUTE a LAO calc Ge ad WRAL ts Rude gs a pis Reale Suse Bs hones iy 320,568 
iy Becta Assistance,to Aged tindians .. 24s o2k i a le Shae isle ose bose Soom 412,800 
“ External Affairs— 
A Canadian Representation “at International Conferences ............... 225,000 
ie LIRA tee OU: A MOLI ISSTON | al ei daihis ola etal Pere euele Cy alace bet meray oe weet 125,000 
3 Fisheries— 
‘ Transporting, dressing and dyeing Fur Seal Skins ................. 500,000 
Labour— 
Organization and Use of Manpower in Agriculture and Related 
; Mics ed v3) A WIR ea aioe ae eae Oe Lege Ne ogni ig Raa ME ea AR Ue a 285,000 
; Government Employees Compensation Payments .............. peel 840,000 
ay National Revenue— 
‘q Expenses, law costs, refunds and awards arising out of seizures— 
RECOM Be Miia MET Stites arcs cot ietiee CURL Sige site ily Murata eg ake Ac ae Stn Re AS WER Mea Gl 200.000 
Privy Council Office— 
A Royal Commission on National Development in the Arts, Letters and 
ig PS TECOR eV SUE eed Vy ea digs tacane sere masace, Shits aya tetayele ejb ophene sigma ae ate ade aretha 175,000 
’. Public Works— 
PPPS eA ENC Lh VAMDCN LOIS | uy cioc be ug eal cs aetiin Udeea O8e i hating s msc pbe alg dara'ra oi tast sa alae aelbete 254,000 
Resources and Development— 
Columbia River Watershed—Studies and Surveys .................. 380,000 
Northwest Territories and Yukon—Hospitalization ........:........ 247,900 
e Trade and Commerce— 
Certain expenses in connection with the Canadian International Trade 
Pra Teena esta a knee vO eT iad, woslalet teh aa etecad tela r ete Neve Tal ata. a1e wiitige Ye euaets, ave 412,350 
Expenses in connection with preparation for the 1951 Decennial Census 987,075 
To reimburse the Canadian Commercial Corporation for purchases of 
supplies and Equipment for National Defence—Vote 447 ....... 900,000 
National Research Council— 
CAPER AUBIN, i deo NETG Di. 2 PRUE ely Maes syed lianas Cala be Mai nay hese Pera a ee RiSSY BE 1,127,095 
SULT Gy Wray te Rite, Sh 6 enc aa Are RNG an Alera am A oi gL Pe Cn ae Kae gtens PNPM EDN 274,000 
MORESO Cr eT va DARAVV BLE ae arnt oo cee ple ok ae daltdee sano ee fuged ada 9) 0 ods 91,225 
: . Transport— 
Ny Airways and Airports—Operation and Maintenance Light, Power and 
te BV ee Eee ts tenth 0 utente aaert Wenner Sb, suslal cgarecmte ww aladnin Fatal oR pean’ 426,575 
iy Radio Division—Payment to C.B.C. of the amount of Commissions 
SUMO LISSUCTS OL AIO LISCONBES 6. Ava ds cla Laleyat eles ate.e leat gforn alate) p 375,000 


The Wirness: I have also a table under item 30 of representative items 
under National Defence. These tables give first a general division of that and 
then a subdivision of the largest group of operating expenses and properties. 
That is just for information in explanation of the items that were raised 
previously. 

622422 


334 STANDING COMMITTEE ee 
30. ALL OTHER ITEMS—NATIONAL DEFENCE 


Operating Expenses of Properties, including Fuel for heating, Gas, 
Electricity, Water and Sanitary Services, etc. ne Attached) ... $13,720,307 


Reeraibitias Hexpemsegy Heats cco theese uekie etd acti anes atbeut ale ager gr <ilehetie oats ete Maleate tere 500,000: 
Bducation of: Dependent Children erent sn cores cfs <wietete eke bat tare viaaste + een cuee 711,457 
Lanndry and. Dry teaniners Cem susie ve Wick oo ck ene ics remem tee 451,900 
Miscellaneous Services—Navy—Including Customs Dues; Moorite and 

Berthing ships; Utility Services for Ships; ete. ........5..-0+-.e00- s 500,000 


Sundries, including Imperial War Graves Commission; Book of Remem- 
‘brance; Legal, Fees; Pilotage and Canal Tolls; Damage Claims; 
Decorations: Honours and Awards; Funeral Expenses: Government 


Oficers: Giraranteés Bue, rete widen. cues beth ike ee ents ae ene Lard 2,108,691 
Maimmtenance:. G tanihe ss. aik oe ne tec mapeeme Rube we 4 ic io ey eel haan eos Seely Sn ee 878,984 — 
Defence Research Undistributed for reasons of Security ................. 4,189,190 

$23,060,529 


C-8(a) 
DETAILS OF OPERATING EXPENSES OF PROPERTIES 


Departmental Administration | 


Ruelsiont: and: Wiater: ak sanen sees Une. se sada cours ae eR eae $ 10.000 — 
Navy—General 
DOT VICES re Ser Pape a a dl AMM hatha Rare inher a aa ARE clk i tty ws aes eee ee $ 814, 700 ’ 
Aas 1 ee wal ea eae eras NOR) SNE ND ag ME alot Naf Ree eS Os ED Be he a yee 1,391,300 2,206,000 
Army—General . ; 
Heating, lighting, Cooking, Water and gas Sanitary Services...... 5,610,208 
Northwest Highway System a 
ENGL SEEN, 3) wna ca ae batiahins so lice esr or cht -as Petree NL ae te Dine a Oe ee ea 97,414 
81) ne ne i nea RME Gr We AAR RT: ase Si as Sem A. eel Beit ei A a Nat 792,291 
Hilectricit wi andi “Gas win sod acc che tae eR reals ciatceleee Sree ohn eters 13,600 
Wa Lei io Ry Eo SO Sa a ray ts Min Vee ace at Oa sta tet al Oc eee a eR 7,420 
Sanitary, Servicess.)) iwiils igh Daim tes) Die | ea mre. eed se ceeee 9,275 920,000 
Northwest. Territories and Yukon Radio System 
Electricity. Fe ed ae eae ARIES SY ha’? eR GUT IND Or cee DPS ETO UA et Oe 43,596 
Ook: Sea MPRA REDO TORE oS tt gy Alege EO Cua CC. Oy he Neale! patty Ec le a 3,344 
Ae Ae) ee Cee eR arr! gare ash Aes) EUR re PREIS. oe ue 3 SD PENS Et 2,200 Fas 
Saditary sNervicese Fee ck akan oe eee Sey Fee patel ee ee ok ee 1,970 
OB eS ot Wes oo 0 eam eee NU ee Me he am Ry aR Sot alg tem Rhy dene a 97.616: Y 
Ores Power Plantes. sain eee Ee eee nok Re a Gree 52,468 201,194 
Air—General 
Orbe isang ere Ga ee Re tige ee On iia ee ae ie i eae ae 718.300 
Ot 1 Ee nen ae eer Saco kr Mee Pani Ge PMP or. co Re oe Ee 1,692,350 
CET oR Aah hg Are nga Eman et Ee RN at ME e aha ue ahaa oT ee AE an oe eee 93,950 ~ 
Et fels Mee ae Re tak RRP Wy Nike Mier ALY abe so haa pee RS ek Bias 2.000 
pee aah = ee aie SIR ad saree ait nue fa ne es eR Cla ce A keen 30,000 
Wight: arr. “POoweri 3 22.5 Wie se se erecle ono deeb oes ee Seana gen na ate ae eee 684,500 
Wiater ys ed Ue Wee EA ee SRA Sie at conte MRIS) Re Omen 90,750: 
Sanitary: SOTyiGesey we ky Ale aekit ts clad ike Ae eee tare eee ete 33,250 Ve 
Carry OVO Paty 1k Sook ee lel te eee tele teats ed aaa ge) ceo Lee ee 36,735 3,381,835 
Search and Rescue 
Coal. 8 Pe cn te ae eee a VE et albak OSA alia k=)? Ria Was, Mate ae ees Wi ae I3iov 
Si) SOA ae My RS a abi edt Bib aare 5 EA Ame He Mh is bom AS Ya | Cee ol 1,192.840 
Wood "5.25 desea gcd. et kes ie ERLE UR Le eon pore ee OT peak eeee 60,500 
~ 1,391,070 
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The Wirness: If the committee would wish us to we could give a more 
detailed statement in respect to these small items, but we picked out some of 
the larger ones that we thought would give the committee an indication of the 
type of item. Now, if we were making an analysis in the estimates book we 
could in future years, I think, get sufficient information to analyse some of these 
into the sort of categories that we have made up under the more descriptive 
headings; for example, expenses in connection with the taking of the decennial 
census which would include certain amounts for salaries, certain amount for 
materials and things of that sort. If we knew long enough in advance we could 
divide that into appropriate categories. 

Mr. Drew: There is just one item there about which I would like to have 
some information. I see recruiting expenses $500,000; what would that be? 


The Wirness: We know that was the amount they put in the estimates for 
that but it is not allocated specifically to particular types of items, but it would 
include all the usual forms of advertising. We do not know how much of it 
would go into the advertising category, but some of that will undoubtedly be used 
in some form of advertising—broadcasting, newspaper advertising, billboard 
advertising and things of that sort in a recruiting program. There will be some 
of it go into that and some of that item will go into other types of expenditures 
on recruiting. 

Mr. THatcHer: Mr. Chairman, there is one thought that occurs to me in 
connection with this decennial census. We have the other census which is 
taken every five years and this ten-year thing costs a lot of money. I am 
wondering if we have not come now to the point in this country where we could 
cut that out, because I think the population 1s growing and I think this is one 
item where the committee could recommend we could make a cut and save a 
lot of money. Can you tell us something about that? 

The Witness: I do not know enough of the considerations to say what the 
limitations are but I believe there are statutory requirements for that decennial 
census. 

Mr. TuatcueEr: I believe so but I do think the population is growing rapidly. 
We take it every five years now. I do not think the west would particularly feel 
discriminated against in any ‘way. I think the time has come when if we can 
save a half million dollars there for the taxpayers I think possibly this committee 
~ might be well advised to make such a recommendation, 

The CuHarrMAN: In our report afterwards, yes; we might recommend as to 
whether we should have this, that or the other thing in the estimates and we 
might at that time make a report on that; but I would remind you, Mr. Thatcher, 
that at the moment we are dealing with estimates, and whether or not the 
form in which they are being presented to the House. can be improved. 

Mr. THatrcuer: I thought the Public Accounts Committee was interested 
in saving money. 

The CuarrMAN: Yes, but when we have the appropriate item before us. 
We first have to finish with this estimate reference. 

Mr. THatcHer: When will we get to that? 

The Cuarman: I don’t know. If the committee are willing we can be 
- finished with this today. 3 

Mr. Wricut: Mr. Chairman, I move that we accept these reports and 
proceed to hear the representations of the witness with regard to Mr. Sellar’s 
suggestions. 

Mr. Drew: Mr. Chairman, before you go on with that I would point out 
that if we are finished with this statement and the answers which have been 
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supplied we might take up the answer to the question which I asked on May 4th 
at the end of the sitting, when I asked Mr. Bryce to prepare a list of the 
properties owned by the crown, government assets. 


The CHARMAN: I just wented to make sure that we have finished with this 
Apparently we are, so now we will go on to the second item which Mr. Bryce 
brought with him on May 4th, a reply to the question asked by Mr. Drew 
concerning properties. 


The Witness: The question I was asked was what assets we show in our 
accounts and where we find them. I was going to point out to the committee 
.that in the schedules of the dominion balance sheet on page 2 of the public 
accounts are listed first the active assets. The first category, is cash in the 
form of current deposits:and special deposits, as you will see them listed there; 
secondly, loans and advances to crown agencies—which would include of course 
certain companies engaged in the type of activities which you inquired about; 
third, loans and advances, within certain categories. These active assets include 


only cash or things in the nature of cash on the one hand and assets of an- 


interest yielding character, yielding a financial return on the other. This 
general principle of including only that type of asset in our active assets goes 
back for many years, and I think the most definite explanation of what was 
excluded from it was given by the late Sir Henry Drayton in his budget speech 
in 1920 setting out the basis on which the net debt of the dominion could be 
arrived at: 

Assets which are not readily convertible, as the specie reserve is 
convertible, or are not interest producing, are not such assets as ought 
to be deducted from the gross debt. They are inactive, they are items 
of such a character as might well be placed in a suspense account. At 


any rate, whatever may be their future value, however great it may be, - 


they are not assets of such a character as to directly reduce the gross 


debt any more than the other capital accounts of the country ought to be © 


deducted from it. 


Well, those are the active assets shown in the balance sheet and the other 
items are what we call inactive assets which consist of two categories; one, 
capital expenditures, which are shown in schedule “K” on page 17 of the 
public accounts; and the second, other non-active assets which are loans and 


advances are shown on schedule “L” on page 19 of the accounts. The one on — 
page 17 shown as “capital expenditures” covers a wide variety of items which — 
have been provided for in the estimates under the subheading of capital expendi- — 


tures. Many years ago a great deal of it was covered in this way but in 
recent years very large appropriations and expenditures of a capital nature 
have not been so described and have not been entered on the balance sheet in 


this way. You will note, however, that certain types of useful works, works of 


general benefit to the country, such as canals, airports and things of that sort, 


as well as certain Public Works expenditures, are entered here. There is not a — 
complete catalogue by any means, we have followed lately a more conservative — 
practice of writing off to expenditure a very large part of our expenditure © 


which does result in having continuing fixed assets belonging to the crown. 
Now, that is the general principle. 


By Mr. Macdonnell: 


Q. When you say writing off an expenditure does that really mean that you — 


regard the transaction as finished when you have paid for it and you do not 


show it as an active asset?—A. That is right, we simply charge it off as © 
an expenditure. For example, the expenditure for buildings on the experi- 


mental farms; they are continuing useful things; or the expenditure on an office — 
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building for example, that would save us rent, and in that sense brings us a 


financial benefit. ; 

Q. Experimental Farm buildings, would they not appear somewhat in here?— 
A. No sir, that does not appear in this list on the balance sheet of the assets 
of the dominion. Account is not kept of that in our assets categories. 

@. Take on page 17, there are several items in that list—A. That is right, 
there are some; of course, those are negative assets. But what I wanted to 
make clear was the fact that this list does not by any means include all those 


things which create fixed assets. 


Q. How do you distinguish?—A. Frankly, sir, I have been trying to dis- 
cover a distinction in recent years and I find it is not altogether consistent, but 
as far as I can make out many of these works are for the general use of the 
public and they are listed in the governmental works here, like airfields. 

Q. I presume somewhat within the four corners of the accounts they are 
included, they are not forgotten entirely?—A. They are all listed by the indi- 
vidual departments, sir, and it is necessary if one were going to make a complete 
list for example on real property owned by the dominion and the buildings on 
it, the structures on it and the works, that that would have to be assembled by 
the various departments which administer them. 

@. Could there be a situation where department ‘“‘X”’? would have certain 
assets on its books which are not on record in the Department of Finance, 
which I take it is the right department in this respect?—-A. I think that might 


_ well be the case, sir. We do not keep a record of the assets of the dominion 


other than those which appear in the balance sheet. 

@. There is such a thing as asset accrual, for instance, with respect to 
properties and buildings. It strikes me offhand as odd that you do not include 
that among your assets to show the true asset and lability position, that you 
would not have a complete record of that position. 

The CHArRMAN: May I ask you this, Mr. Macdonnell? Would you like 
to have appearing in the assets of the country the real value of all the properties 
and buildings of all the departments to be considered as an asset on the balance 
sheet? 

Mr. Macponnetu: I do not know that I would answer that categorically. 
I would like to think it over a little further. It did seem to me odd that the 
department which has control of the financial position of the country apparently 


does not keep a complete inventory of the assets held by the several depart- 


ments. That to me appears odd. 

The Wirness: It would involve a prodigious amount of record keeping 
because we would have to include not only land and buildings but all the 
additions to those, and as well the equipment which is put into them. 


Mr. Macponnetu: I think that could be simplified. You might not need 
to have the complete detail with respect to each item of those assets; but I 
gather from you that there may be assets existing of which you have no 
knowledge other than that their existence would be known to the officials of 
certain departments, not the Department of Finance. It would appear to me 
that you would be the people who would be particularly interested in the value 


_. of those assets. 
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The Wrrnsss: Well, sir, they are interested in the assets for the usefulness 
of them in the work of the department, that is why they are left to that depart- 


“ment. But the Department of Finance has never felt that it was worth the 


tremendous record keeping which would be involved in maintaining a catalogue 
of all the physical assets of the country. 

The Cuarrman: Now, just a minute; that is an important point you have 
there. Would you want the balance sheet of the country to show all the real 
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estate and all the assets involved in all the departments of government and | 


to be considered as assets of the country? The witness has just answered, of 
course, that it has not been the policy in previous years, but I was Just 
wondering if that is the point of your suggestion. 

Mr. Macponne.u: I do not like to hedge, but I am going to hedge just a 
moment, because as I said yesterday it might turn out to be sort of dark horse 
type of thing. Whether that should be put in the assets or not is a matter of 
management, I would think. All I am suggesting at the present time is that 
it seems to me odd that the Finance Department, or perhaps I should say the 
Treasury Board, should not have a record of those assets. . 


By Mr. Drew: 

@. As I understand Mr. Bryce’s answer to Mr. Macdonnell, he tells us that 
there may be properties of substantial value held by the different departments of 
which the Treasury would have no knowledge. That is what I understand your 
answer to be—A. We would have no record, sir; we would have a knowledge 
from past years of what expenditures were incurred. 

@. But no record?—A. That is right. 

Q. What I would point out to the committee 1s this—and after all when 
I raise the question I am not suggesting that anything improper is being done— 
but here we have a supervisory department which is supposed to protect the 
public funds, and yet we find that they have no record of these assets. I am 
merely asking the question to make sure that the possibility of that occurring 
does not arise. Now, under the various arrangements that exist at the present 
time the departments are in a position to dispose of their assets by sale. You 
realize that is so?—-A. Subject to the Surplus Crown Assets Act and other Acts 
controlling it. 

@. But there are various Acts under which at the present time the depart- 
ments can dispose of property. Now, if you have no record of those properties 
in the Treasury department how would you know whether they had ever been 
disposed of unless they reported it to you?—-A. They are required to make 
certain reports, not necessarily to us, of all disposals ; and, of course, the proceeds 

of such disposals would have to be accounted for under the Consolidated Revenue 
and Audit Act; but we certainly do not keep an inventory’ of all the property 
that could be disposed of. 

@. Now, coming back to the specific point I raised before, I do not know 
whether you have had an opportunity of studying the question I asked, but I was 
interested in certain mining properties ‘which have been taken over by the 
government and have become assets of the federal government. I understand 
that you agree with me that that is so. Have you checked up on what mining 
properties the government acquired?—A. I find, sir, that we have in the public 
accounts only the Eldorado mining stock recorded. 

Q.. Yes.—A. And if we were going to find out what other mining properties 
we have, apart from loans and advances made to certain other mining companies— 


(). Yes——A. And if we were going to find out whether the crown owned any: 
other mining company properties it would be necessary for us to make detailed — 


inquiry from the various departments and individuals concerned and that would 
take a considerable amount of time. 

Q. You see, Mr. Bryce, that answer is one which I must say startles me, 
from the point of view of ordinary accounting procedure. Assuming that what 
I have said is so, that the government have acquired mining properties or interest 
In mining properties, then there are certain assets the nature of which you could 
only ascertain by extended inquiry.—A. Yes. 

Q. Now, under different statutory provisions assets of that kind can be 
disposed of. 
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; The CuHatrMAN: Yes, they can be disposed by the Crown Surplus Disposal © 
P Corporation. 


Mr. Drew: Yes, and by other statutory provisions as well. 


By Mr. Drew: 


. @. Now, in the case of certain mining properties which may have been 
_ taken over for various reasons to expedite the war effort it seems to me to be an 
_ astonishing thing that Treasury Board would not be able at the moment to tell 
us whenever any question might be raised about them, just how they stand. 
That kind of accounting does strike me as being rather exceptional.—A. It is 
a question of responsibility, the division of authority and responsibility as 
between the Treasury on the one side and the various departments on the other; 
and, also, of the usefulness of keeping a central register rather than a record in 
the various departments and their branches. 

The present practice is to rely upon the records of the various departments 
and their branches and to leave the control of the property in the departments 
that have it. The statutory provisions relating to the disposal of property, 
I think, are of importance in limiting the freedom of any officer of the crown 
to dispose of property if he does it legally. Now, whether it is possible to 
‘dispose illegally of property is a matter that would have to be controlled by 
his own department and those responsible in the department, or those having 
control of the property. 


ee ee 


By the Chairman: 


Q. Possibly the War Assets Corporation could enlighten us on that. Are 
there many other places where property could be disposed of without the 
Treasury Board knowing of it?—-A. Well, sir, I hesitate to say anything on that. 
@. Who would be the officer who could give us that information?—A. I 
would have to find out even that. Of course, the Department of Justice are 
* the ones we look to when we want to know what the law is on a particular 
- subject and they would be able to ascertain. : 
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; By Mr. Drew: 

4 @. There is no mystery about it. I want to know where I can find out 
q what disposition has been made of certain operating properties that were taken 
_ over by the government for various reasons, and I want to find out whether 
_ they have been disposed of or whether they have not been disposed of, and 
_ if they have been disposed of, 1 want to know the arrangements that were 
_ made for the disposition and the terms under which the sale was conducted. 
_ Now, I feel, Mr. Bryce, that that is such an elementary proposition in the 
supervision of the handling of public property that I should not have any 
difficulty in finding out where I can get that information.—A, Well, sir, I thmk 
if you put down a question, for example, in the House on that point, it would 
be necessary for the Secretary of State’s Department to enquire of the various 
departments that would have had charge of the property in the past, the answer - 
_ to be given on it. aha 

. Q. But you see, Mr. Bryce—let me qualify any remarks | am making by 
: expressing my own feeling that you have gone out of your way to simplify in 
every way you can the problem we are discussing and that you have certainly 
- given answers that have been extremely helpful in every case but I would 
remind you that one of things Mr. ‘Watson Sellar put before this committee 
was the fact that in his notes the method of keeping our accounts and the 
i presentation of accounts did not effectively bring under the control of parhament. 


_ the supervision of our financial affairs. 


a 
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The Cuatrman: Did he say “control”? JI think his suggestion concerns 
only the presentation of estimates to us of the expected expenditures. 


Mr, Drew: I am speaking from memory, of course. ret 


The CuHatmrmMan: Yes, but what you say is important. The two words 
are vastly different. 


Mr. Drew: I am speaking from memory, as I said. 


The CHarrMAn: He gave his idea as to the ways in which estimates should 
be presented to us, but not as to the control of expenditures once the funds 
are expended. 

Mr. Drew: As I understood it, he expressed the opinion that the method of 
keeping and presenting accounts should be such as parliament would be able 
to exercise that measure of actual control over its responsibilities that it is 
supposed to exercise and which apparently in his opinion it was not able to do 
today because of the difficulty in finding where these things are. 

The CHAIRMAN: Did he say in the public accounts or in the estimates? 
He said it would be hard for us to locate them at times in the estimates unless 
we dug into them, but he mentioned time and time again that, regarding the 
public accounts, we could find the result of the operations of the previous year. 
I think it is vastly different, and it is some importance to the committee that 
we do not get mixed up on this. Furthermore, may I say this: if Mr. Drew 
has something in his mind he should state to the committee: “I want to know 
what has become of-this property or that property” and then we’ will call here 
whoever is responsible, to answer that question. If you have in mind any 
property that is under War Assets we will call the chairman of War Assets 
here as early as we can. 


Mr. Drew: That is my point, Mr. Chairman. We should not have to. 


guess. I do not mean by this that Mr. Bryce is withholding any information 
which he has, but Mr. Bryce, or any other official of the Treasury Board should 
be able to tell us exactly what crown properties are held ‘by the crown which 
are properties other than those that are used for the ordinary purpose of 
government through its various agencies. 

The CuairmMan: Do you mean also those which are controlled or under the 
management of crown companies? 

Mr. Drew: Not only crown companies. You see, there were other pro- 
perties than crown companies; there were operating activities that were taken 
over by the government, and placed under the direction of appointed management 
and carried on without actually ever being set up as a crown corporation. Now, 
what I am asking is, what properties, not a particulir property, but what pro- 
- perties in 1949 were held by the government, of the nature that I have mentioned? 
In other words, companies that could be regarded as active or operating pro- 


perties such as mines or any enterprise of that kind, industrial structures or_ 


anything of that nature. 

Mr. Macponnetu: I think if we had a complete list it would point the thing 
up and get the point cleared in our mind. 

Mr. Drew: I do not want to ask the committee to accommodate itself to my 
convenience, but unless there is any reason why it should not be done, might I 
suggest that Mr. Bryce seek to prepare a list of properties of that kind and that 
we adjourn this session now. I will be frank in telling you why I want to 
adjourn now. The aeronautics bill is up and I want to speak on that on second 
reading. It would be a convenient point to terminate this particular question if 
Mr. Bryce will prepare a list of those properties. 

The CHairMAN: As far as you are concerned, may I ask if you have any 
particular properties on which you want information and we will call whoever is 
responsible. 
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Mr. Drew: I will mention two, but I am pointing out that neither I nor other 
members of the committee would be performing our duty if we were satisfied 
just to deal with those two that I am going to mention. There is a mine in 
British Columbia that was, according to my information, disposed of. either in 
1948 or 1949; it was disposed of either in the period covered by the public accounts 
before us or since that time. If it was disposed of in 1949 there would be a figure 
there in relation to that? 

The ‘CHAIRMAN: It would necessarily be in public accounts. 

Mr. Drew: Yes, it would necessarily be in public accounts and it is not 
one of the amounts that is shown under these various headings that have been 
referred to. 

The CHairMAN: If it was disposed of after that date it cannot be either. 

Mr. Drew: It would either be in these accounts which are up to March 31, 
1949, either as a figure of revenue covering a sale or whatever transaction was 
made or it would be there as a property operated by the government. Now, my 
problem is this, that these operations are carried on by different departments and 
I will refer to another property that has been mentioned here before. It is an 
aircrait factory at Cartierville, which in the pericd covered by these accounts was 
owned by the government and was under lease, and under the lease there would 
be $200,000 payable in the period covered by this. Now, I want to know where 
that $200,000 is. I also want to know where that property is in the accounts. 

The CHAIRMAN: Was it not transferred to Crown Assets Corporation? 

Mr. Drew: It is not in Crown Assets. 


By the Charrman: 

@. Was not that property ever reported in public accounts?—A. Yes, sir, after 
Mr. Drew’s question— 

@. We cannot divide that—A. —I traced back to see where it last appeared 
and it appears in the public accounts for 1946 on page VA-37. I will read out 
the items in the Department of Reconstruction and Supply balance sheet. That 
department maintained a balance sheet of its own and that is reported in the 
public accounts there and on page 37 under crown plants privately managed, 
details of investments and assets as of March 31, 1946. is Canadair Limited, 
Cartierville, Quebec, and the figures given are investment in plant equipment and 
property, $6,917,411.85. 


by Mr. Drew: 

Q. I am sorry, do vou mind repeating that?--A. The investment in plants, 
equipment and property, $6,917,411.85. 

Under the heading Production Assets Including Working Capital Advance 
and Unadjusted Credits, the amount is $15,401,547.63, making a net total, as it 
is described at the foot of the column of $22,318,959.48. I find that property 
was declared surplus during the following fiscal year and for that reason no 
entry appears in the public accounts record. It was transferred to War Assets 
during that year and as you point out was listed by War Assets then, and 
since March 31, 1949, which is the last report of War Assets, I understand it 
has been sold, so that any further— 

Q. Yes, but it had not been sold in the period covered by these accounts?— 
A. No, sir. 

Q. That is, the accounts that are before us—A. I understand that but if 
it were sold it would not appear in the public accounts as being sold, it would 
appear in the War Assets report as being sold. 

Q. It was not, from the information you have and from the information I 
have, sold prior to March 31, 1949?—A. No. 
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Q. I think your information will also correspond to mine that it was sold 
in October, 1949—A. I cannot say that but I think Mr. Malley could say that. 

Q. Again I come to this, and I suggest that the committee should consider 
this matter when we are able to find out, after looking into our public affairs, 
that an item was shown of $22 million that disappears as an item from the 
public accounts. 

The CHAIRMAN: We have rediscovered it. 

Mr. Drew: It has taken quite a lot of delving to do that. 

Mr. Tuarcuer: I think Mr. Drew’s request is sensible there, Mr. Chairman. 

The CHarrmMan: I do not say it is not. I say we have recovered the 
property. It appeared in 1946 in the public accounts. It was declared as 
surplus, it was among the properties owned by War Assets, then it was sold . 
and it will be in next year’s report. 

Mr. Drew: I know. You see, Mr. Chairman, I am simply putting that 
forward at the moment as an example of why I think that the Treasury Depart- 
ment should prepare a list. of properties of this nature which the government 
held in the period covered by the public accounts which you have under con- 
sideration, and incidentally I am urging now as I will urge later, that one of 
our recommendations should be that the Department of Finance at all times 
have a list of all property owned by the government and that a system be 
developed under which there can be no disposition of a property of that kind 
without the Treasury Department knowing about it immediately and without 
having some supervisory charge over it. Here was a property in 1949, which 
had a value of $22 million. It disappears except to the extent that we have 
now been able to find where it is through rather an extended period of 
questioning. 

The CuairMAN: It has not disappeared. It followed the regular channels. 
It was declared surplus, and it is in the books of War Assets Corporation. 

Mr. Drew: I cannot imagine anything that should be more alarming to the 
members of this committee than that a property that was in the books at $22 
million and was not an idle property,—now mark this, for no single day had 
it been an idle property, it has been a producing property,—that that plant should 
be declared surplus because that is absolutely contrary to the concept we have 
had of properties— 

The CuHatrman: As to that, Mr. Drew, the witness is not the proper one 
to answer that. We will call here Mr. Malley, Chairman of Crown Assets. 

I do not want this committee to have anything outstanding here, and as 
I said if you have any doubts as to these properties we will get Mr. Malley here. 

Mr. Drew: What I want now is this: that Mr. Bryce, the official of the 
Department of Finance, who has been placed forward as an expert in the field 
of examination of these accounts— . 

The Cuairman: Of the estimates. 

Mr. Drew: I think he demonstrated his ability as an expert in that 
capacity. 

Mr. TuHarcHer: Or he would have if the chairman had let him. 

The CHarRMAN: Thank you. 

Mr. Drew: What I am asking is for Mr. Bryce to prepare a list of all 
the properties of the type that I have been discussing. 

Mr. Rogpinson: You have been discussing a great many different types of 
properties. Could your question not be made clearer? 
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Mr. Drew: My question could not be clearer. I want a list of all the 
properties which are in the nature of active or producing or operating properties 
other than those ordinary buildings used for the purpose of carrying out the 
services of the government. ’ 

The CHairMAN: I will second the motion. 

Mr. Drew: That is a very commendable disposition of things. 

The Wirness: [ will endeavour to have such a list compiled. I cannot 
promise it in forty-eight hours. 

The CHAIRMAN: No, no, the committee will be here for some time yet, 
Mr. Bryce. The witness would like more information, Mr. Drew. 

The Wirness: To interpret that, sir, would that include properties in the 
hands of War Assets Corporation? 


By Mr. Drew: 

Q. Exactly. I want what is in everybody’s hands because without ‘any 
suggestion that there was any impropriety we find these dispositions of property 
can take place from one department to War Assets and could possibly be trans- 
ferred back again. So, I want it under any department or any agency of the 
government. Are we in any doubt as to what it is that is being asked for, 
Mr. Bryce?—A. That would include, sir, I take it, any property being operated 
by an agency of the government such as the factories of Canadian Arsenals 
limited? 

Q. Yes, and so there will not be any misunderstanding, any property that 
can be operated even if it closed down at the moment for any reason. 

Mr. Fraser: Would you want that going back three years? 

Mr. Drew: Starting March 31, 1948. 

The Wirness: Starting with the beginning of the fiscal year, the accounts 
of which we are looking at. 

Mr. Drew: Yes, and since you are preparing it, since the questions would 
naturally follow that, it would save time if you made any enquiries as to the dis- 
position that has taken place since then of any of those properties so we could 
follow through and find out the present situation. 

The Cuarrman: I am allowing that. It is outside of our terms of reference, 
but I think it is quite possible we should try and follow these properties up to the 
moment. 

I wonder if you want to adjourn or if you want to question Mr. Bryce 
further? We will have Mr. Bryce with us again for another meeting to continue 
giving us his views on Mr. Sellar’s memorandum about estimates, Mr. Thatcher. 
Tomorrow morning at 11 o’clock. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 
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Fripay, May 12, 1950. 


The Standing Committee on Public Accounts met at 11 o’clock a.m., the 
Chairman Mr. L. Philippe Picard, presiding. 


Members present: Messrs. Anderson, Balcer, Boisvert, Boivin, Cavers, Drew, 
Johnston, Kirk (Digby-Yarmouth) Major, Macdonnell, Picard, Prudham, 
Richard (Ottawa Hast), Riley, Robinson, Sinclair, Thatcher, Warren, Wright. 


In attendance: Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


Mr. Thatcher moved that the Committee write Mr. H. Marshall, Dominion 
Statistician, asking him for a letter expresesing his opinion as to the value of 
the decennial census, the costs involved and the reasons for having it. 


After discussion, it was agreed that Mr. Thatcher’s motion be referred to 
the sub-committee on agenda and procedure. 
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The Committee resumed consideration of the memorandum tabled by 
Mr. Watson Sellar, Auditor General, on April 27, respecting the preparation of 
the Estimates, and which is printed in Appendix B to that day’s minutes of 
proceedings and evidence. 


Examination of Mr. Bryce was continued. 


At 12.45 o’clock p.m. the Committee adjourned until Tuesday, May 16, 
at 4 o’clock p.m. 
A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, 
Friday, May 12, 1950. 


The Standing Committee on Public Accounts met this day at 11 am. The 
_. Chairman, Mr. L. Philippe Picard, presided. 


The CHAIRMAN: Gentlemen, we have a quorum. You know each time 
I open a meeting I think of a very good friend of mine, Mr. Vien, who, when 
he was presiding in committee of the House of Commons, would give us a lecture 
_ on ethics when he was opening a meeting. I have to give the lecture in. order to 
_ explain the order of business of the day. We have Mr. Bryce again with us 
_ this morning to complete the evidence he is giving on Mr. Sellar’s memorandum 
- on the estimates. That memorandum was submitted on April 27, I think. 
_ Have you any questions on that memorandum? If you do have any questions 
Mr. Bryce is here as a witness to answer them, and questions on that subject 
are in order. 


, Mr. THatcHer: Mr. Chairman, may I ask that question I mentioned before 
_ the meeting? 


* The CHAIRMAN: Yes. 


Mr. Tuatcuer: Mr. Chairman, I have one suggestion before you investigate 
_ or proceed with Mr. Sellar’s memorandum, and I want to follow it up by a 
- motion. It follows the remarks Mr. Bryce made yesterday about the decennial 
‘ census. Since the last meeting I found that the cost of taking the census in the 
prairie provinces instead of being half a million dollars is $2,100,000. I think 
that a great saving could be effected here. I am bringing the subject up at this 
time because I would like the committee to write Mr. Marshall, the Dominion 
_ Statistician, asking him for a letter expressing his opinion as to the value of that 
census, the costs involved, and the reasons for having it. My reason for bring- 
ing it up this morning is that I fear we may not arrive at the place where we can 
_ hear evidence from Mr. Marshall and in that case I would like to have a letter 
_ from him for the information of the committee; and if I am in order, seconded 
by Mr. Wright, I move that such a letter be written to Mr. Marshall. 


The CHarrRMAN: Of course, in accordance with the decision made by the 
- steering committee such a move would not be in order, but since you are so 
anxious about it I will see that this matter is referred to the next meeting of the 
steering committee and I will get in touch with Mr. Marshall. I doubt if it would 
be very fair to a civil servant to ask him just to state his views in a letter if we 
_ did not give him an opportunity to come before the committee and explain 
them. Our present order of business may be completed in three or four more 
\ meetings, and as we heard in the House, we will be here until the end of June, so 
~ most likely we will have many more meetings. 

_ As soon as we are through with Mr. Sellar’s memorandum on the estimates 
as well as the report of the Auditor General, the steering committee will meet 
and decide what is the next order of business; through your representative on that 

committee, you can press your point. In the meantime I will put the motion 
to the committee if you wish but I think it is out of order because we are not at 
the moment on the public accounts. If you wish to follow my suggestion rather 
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than make your motion at this moment in an irregular way as far as our pro- 
ceedings are concerned, I will get in touch with Mr. Marshall and inform him 
about your request, and if he feels in all fairness to his department and to himself: 
that he can sum up his views in a letter, so much the better. If he feels however 
he would rather appear before the committee, then I will have the matter brought 


before the steering committee within a week or so, as soon as we are through ~ 


with the subject before us, the steering committee will decide if the next order. 
of business will be to call Mr. Marshall. 


Mr. THatrcHer: That will be quite satisfactory. 


Mr. Boisvert: Do you not think that such a recommendation will be 
contrary to the constitution? 

The CuatrMAN: You are right, Mr. Boisvert, any change as to the date when 
the census is to take place would mean an amendment, because that is laid down 
in the British North America Act. However, Mr. Thatcher wants to pursue this 
idea and investigate whether it might be possible and whether the statistician 
would like to make such a recommendation. If Mr. Thatcher will accept my 
method of proceeding, I will do what I have outlined. 


Mr. Drew: Of course, Mr. Chairman, since the subject of the census has 
come up from a constitutional point of view, I will point out there was an 
occasion when the census was not taken by the government, following an amend- 
ment, and I have no doubt they could dispose of the census now because they 
assume the authority to declare when circumstances arise to justify the suspension 
of the constitution. 


The CHatrRMAN: That is a question of policy and politics; the committee has 


nothing to do with it at the moment. You are interpreting the views of the 
government without being in the government. 


Mr. MacponneE Lu: It is so much easier to do it that way. 


The CHAIRMAN: Yes, so much easier to do it when you are not in the govern- 
ment. . 


We are on Mr. Sellar’s memorandum. Have you any questions? 


Mr. R. B. Bryce, Assistant Deputy Minister of Finance, recalled: 


By Mr. Robinson: 


Q. I understand from our earlier discussions that a large amount of appro- 


priations lapsed in 1948-49. I wonder if you would be kind enough to tell 
the committee what, in your opinion, you consider the main reasons for such 
lapsing and whether you think a revision in the form of the estimates would help 
to avoid that sort of situation?—A. Well, sir, the main reasons for the lapsing 
in 1948-49 were several: first of all in importance, I would say, was the difficulty 
in getting construction work and similar work projects undertaken. At that 
time there was a shortage of labour and material and a shortage of contractors 
and for that reason the government was unable to carry through in many cases 
the construction projects that were included in the estimates. I would say that 
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was the No. 1 cause. The second cause, I would say, it was necessary in these — 


early postwar years to make rather far-reaching predictions as to what was — 


required for increases in prices and costs of carrying on government services, and 


where it turned out that prices in regard to materials, let us say, or other things, — 


did not go up as much as was expected, that would leave funds available in the 


vote. Nowadays the price situation is more stable, and it is possible to estimate — 


and predict more accurately. A third reason for those lapses is that many 
programs were being reinstituted after the war or were being expanded in 
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accordance with the general policy at the time and when a program is. new or 


expanding it is more difficult to estimate accurately what can be spent on it and 


what will be spent on it. Those are the main reasons. 

Now, your second question, is: would a change in the form of the estimates 
make it possible to avoid so much lapsing. I would say, yes, some changes in 
the form would. If you will note Public Works Department’s estimates this year 
are covered in a different manner than in previous years. The votes themselves, 
in the estimates volume, for instance, are altered. Will you look under the 
architectural branch, construction, repairs and improvements of dominion 
public buildings, that is on page 40. This year there are totals given only for 
each province for the construction, acquisition, repairs and improvements of, 
and plans and sites for public buildings, whereas last year those were all detailed 
in the text of the estimates items themselves. Now, this year in the back of the 
estimates book, on page 222, in this case you will find a whole list of projects on 
which the vote may be expended and the total is then given, but at the bottom 
is a short paragraph deducting the estimated amount by which actual expenditures 
on all listed projects will fall short of the total amount that may be required 
for each. You will notice that under Nova Scotia, under New Brunswick, and 
under the votes for other provinces. That change in form will restrict the 
expenditures to the projects that are listed, but makes— 

Q. Let me get that clear: you have Nova Scotia on page 222, is that right?— 
A. Yes, sir. 

@. Well, if the first item, Barrington Passage, is not completed in the fiscal 
year, it will require to have a revote-—A. Eventually it will. It will have to be 
in next year but it means that in the $102,000, that has been deducted, an allow- 


ance has been made for the fact that it is likely that all of this cannot be com- 


pleted to the degree that would call for the expenditure there. That change in 
arrangement will eliminate much of the lapsing that has taken place in the 
Public Works votes in recent years, where it has been most prominent and large. 


A The suggestion made by Mr. Sellar for lumping together certain administrative 


and other votes might mean that we could cut down lapses because we might 


estimate slightly more finely for certain services, and if contingencies arise making 


it impossible to spend money under the one heading, you may still be able to 
cover them under the other. However, the suggestion that Mr. Sellar makes for 


a lumping under the text of the vote the amount that may be spent, let us say for 


travel expenses or for salaries or for printing, as I think he suggests in one of his: 
paragraphs, means that we cannot use more for that heading within a vote than 
is set forth in the text. If that is done departments will undoubtedly wish to 


, safeguard themselves by providing a little more under those headings than they 
_ have provided, if there is no possibility of transferring from other headings as 


there is now, say when they run short of travelling expenses but not of freight and 


Q. The word “cushion” was used in this committee. In other words, they 


will provide a better cushion?—A. Yes, they will allow more for contingencies. 
- But the more it is tied down, the more people will try to have a cushion in there, 
and that will probably bring up more lapsings. 


By Mr. Macdonnell: 


Q. But on this question of lapsing is not a:cushion an incitement, let us say, 
to government services to spend money that is not necessary to be spent? What 
I mean to say is this: there is a type of mind that if they have the money they 
will spend it. I am not going to refer to anything in particular. We are talking 
now, of course, about overall control, and what can be done by overall control 


to deal with good old human nature which is at work. Now, I think I understand 


the reason for these cushions, and I think they are just full of danger, On the 
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other hand it may be that the cure may be worse than the disease if you tie 
people down so that they cannot go through with a job when it needs to be got 
through with. There seems to me to be somewhere where we have to rely 
on those who are dealing with it to guard against it. Has the setup and structure 
of the Appropriation Act anything to do with it? I get the impression from what 
Mr. Sellar said that the Appropriation Act was drawn in rather general terms 
and did not tie in with the estimates, but as I-look at the Appropriation Act of 
last year, it seems to me it does tie in pretty tight to the estimates referred to. 
In the beginning of the schedule attached to the Appropriation Act, I read: 


The amount hereby granted is $440,983,724.09 being the amount of 
each of the items in the estimates as contained in this schedule, 


—A.I do not feel myself that the Appropriation Act follows any latitude that 
should not be there; it does tie you down to expenditures for the amounts and 
for the purposes in the estimates. } 

Q. Are these estimates in the schedule identically the same as those in the 
estimates?—A. Yes, sir, that is the intention. The first part of the estimate 
book contains those items that will be printed in the schedule in the Appropriation 
Act. 

Mr. Ritey: What do you think of Mr. Sellar’s—Pardon me, Mr. Macdonnell, 
are you through? 

Mr. MaAcponnELL: Yes, I am through, unless Mr. Bryce has further com- 
ments to add. 

The Witness: Mr. Macdonnell asked whether the existence of the cushions 
that may lapse at the end of the year in estimates lessens the control over the 
expenditures. I think there is no doubt that the greater the amount by which 
an estimate exceeds the expenditure you can actually expect and that actually 
takes place, the less the control that is exercised by the estimate. I know the 
Treasury Board is endeavouring to get estimates as realistic as possible. 


Mr. Macponne.u: If you were in a business you would recognize that there 
are going to be these things and would not leave it to the individual department 
to provide a cushion, but you would provide a general cushion. A general cushion 
no doubt could be well handled by the Finance Department who are reputed 
to be tough babies; but seriously in a case like this it does seem to me that you 
may have an individual cushion—I am not going to mention any particular one, 
there is no point in doing that—where engineers are doing a certain job and 
they get to the stage where it is pretty clear they do not need to go on any more 
but it is realized by them that they have a cushion and they go on and do the job. 


The CHAIRMAN: Do you think they would go on spending above their need 
just to use the cushion? 


Mr. Macponneuu: I think I know a case. I think it does arise. Would 
it be possible to end the practice of having individual cushions and instead have 
an emergency fund that could be used—I will not say a general fund for the 
whole service? 

The CuatrMAN: For the whole department; otherwise it would be out of 
control. 

The Wirness: Well, sir, I should say we have moved to some degree in that 
direction already. There are two general votes in the Department of Finance 
that are specifically provided for for that purpose, one is what we call “the 
general salaries vote” in this year’s estimate. It is No. 104 on page 17. That 
enables us to look after increases in salary, reclassifications, unanticipated salary 
costs in other votes without having to allow a cushion in other votes. We 
exercise a very close control there. 

Mr. MacponneE.u: And you exercise that control over all departments? 

The Witnsss:. Yes, sir. 
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The CuHarrMAN: You are right, Mr. Macdonnell. 


The Wirness: Then there is a general contingency item as well in the 
Department of Finance vote, it is vote No. 101. It provides, subject to the 
approval of the Treasury Board, for miscellaneous minor and unforseen expenses, 
including recoverable advances for working capital purposes, and for the 
re-use of any sums repaid to this appropriation from other appropriations. 

Again, that is working in the same direction as you mentioned. We are 
trying to centralize our contingencies and exercise some control over the use 
of them. 

The Wirness: However, those particular votes are relatively small this 
year and we have to use them very sparingly, and the departments naturally 
like to have their own vote provision for contingencies, although there is nothing 
there shown in exact detail. } 


By Mr. Macdonnell: 


Q. When you go over the estimates of the various departments can you 
give us the total of that figure or is that just buried in the consciousness of 
the various departments themselves?—A. That is buried in their own conscious- 
ness, sir; part of our job in going over the estimates is to try to detect where 
those exist. 

Mr. Drew: It is a sort of double question. 

The Witness: That is it, a sort of cushion within the vote. I think it 
is fair to say that the senior officials of the department go through their votes 
as carefully as they can with a view to eliminating anything of that kind, 
trying to keep the estimates of their various branches and divisions as low 
as possible. 

Mr. Macponne.u: Is not Mr. Drew right; is there not a cushion that is 
recognized as being a reasonable allowance for contingencies, one which 
inevitably you would know about, and another sort of cushion which operates: 
in their own consciousness, as you say? 

The Witness: That, as I say, is one of the things that we try to detect, 
but we still feel even if we do not know, that there is some duplication in that 
respect. 

Mr. Drew: How successful are you? 

The Witness: As successful as we can be. 

Mr. Drew: I am serious. To what extent are you able to determine the 
extent of this strategic reserve, to use a military term? 

The Wirness: I do not believe that we have found all of them because 
it is exceedingly difficult, it has been exceedingly difficult under the circum- 
stances that I mentioned in answer to an earlier question to make a really 
accurate forecast of what expenditures will be under circumstances where 
programs are changing, where prices and cost levels are changing; and where 
we get into so many types of projects where it is exceedingly difficult to 
estimate in detail in advance just what they will cost; that is where you run 
into that sort of thing. 

Mr. Macponneuu: As I understand it, if you were to do away with the 
present system of lapsing you might avoid some of this building up of hidden 
cushions. I mean by that, if they knew that if they did not. spend the money 
within the year for which it was voted it would lapse and be gone forever. 

The Wirness: Of course, it is gone forever when the vote lapses at the 
end of the year. 


By Mr. Drew: 
Q. Unless the commitment has already been made and must be paid out 


_. the following year—A. And then of course it must be revoted. 
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Q. Following your remarks, is it not correct that it resolves itself to this 
position; the estimates are prepared on the basis of actual undertakings which 
-each department is called upon to assume and perhaps that it will assume 
during that year, then subject to the requests for the paring of that estimate 
down, which is the usual departmental procedure, the next step as I under- 
stand it is that the department in the preparation of the final figures does 
not retain what you would describe as a cushion over and above the actual 
estimate details which their officials have actually prepared?—A. Well, sir, 
there is no cushion that is put in there explicitly. 

Q. I know, that is exactly the point, that it is not put in there; but as 
I understand it you say there is an amount there—and I do not use the word 
in any sinister sense—there is a hidden cushion, if you like to give it that 
term, which is really an undisclosed contingency item, not disclosed as a 
contingency provision—A. It is what they put in as a maximum to which they 
will be limited, and in proposing that amount they will naturally wish to 
have as much in there as will take care of their operation needs as they see 
them, and for that reason there is a margin there within which they may work. 
Our job in examining the estimates, and the job of parliament as well, I presume, 


is to endeavour to find out whether there are unreasonable ee of that — 


kind. 

@. And where you admit that there are cases in which you cannot locate 
hidden cushions of that kind it simply means that we have absolutely no way 
of knowing whether there is that kind of a contingency involved in the 
amount.—A. That is true, sir, and it depends on how much time and effort we 
can put into examining the details and the history of expenditures on that item 
in itself. I might say that there are difficulties involved in doing that and one 
of them is that we have to examine the estimates before the expenditures for 
the previous year are fully known to us; in other words, we must examine on 
the basis of anticipated expenditures for the preceding year whereas when 
they come before you for consideration in parliament the expenditure for 
the preceding year is more accurately known. It is a job which involves 
a great deal of detailed examination of the amounts being provided in the 
various categories. 

Q. Then let us follow that one point further—and I am qualifying my ques- 
tion by the very pertinent statement that I recognize that you must be practical 
in matters of this kind—in examining these items from the business point of 
view would not the .better accounting procedure be for whatever actual con- 
tingency reserve is regarded as desirable in the preparation of the estimates, 
for that to be consolidated into one openly declared contingency item instead 
of having them retained in the item of the branch or department to which they 
relate in the estimates? Would it not be more desirable to have that lumped 
into one contingency fund item? 


Mr. Ropinson: What would you do with that contingency fund? 
Mr. Drew: It would all be’ brought into a central fund. 


Mr. Rosrnson: And by that are you suggesting that it should be voted 
by order in council? . 


Mr. Drew: No, most definitely not. That is the one thing I am opposed to, 
I want to see the actual votes on these items. 


Mr. Macponnetu: All that would be involved would be the allocation of 
the supplementary amount required from this central contingency fund if a 
particular vote were exceeded. 


Mr. Drew: That is what a contingency fund is for. Why not have one 
central fund for the purpose instead of having a number of small accounts for 
the same purpose; is there any difficulty in that? 
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The Wirness: Only this, sir, in some cases in the large votes you may be 
fairly sure that while under the subheadings you can eliminate contingencies 
you know that somewhere in that large vote they will very likely find it—it is 
a question of probability, and the distribution of the probalilities. In a large 
vote, for instance something like the building vote for Ontario of $10 million; 
now, that covers a large number of items which you will find on page 225. In 


there there is in fact a negative contingency provision where we deduct at+the 


bottom of the page there this item I described because while we can be fairly 
sure that every one of the projects listed on pages 225 and 226 will not go forward 


in exactly the amount specified, on the whole we form a judgment that as much 


as $10 million may reasonably be spent. I am not sure that we would give 
parlament a proper picture of the probable expenditures if we took out of large 
votes of that kind a provision for contingencies within the various projects 
covered by the vote and lumped it into a single vote because the chances would 
be more than fifty fifty that we would have to allot some of that contingency 
item to.that vote. Consequently it is a question of reconciling the desirability 
of centralizing your provision for contingencies in order to reduce it to the 
minimum necessary and to keep a degree of control that is useful, to centralize 
it on the one hand, against the desirability of showing it as close to where it 
will be needed as possible, in order to show to parliament a proper forecast of 
our requests for expenditures under these various heads. For that reason we 
have in the Department of Public Works, in the terminology we are using this 
morning, a contingency vote for supplementing other votes in that particular 
department. It is found on page 44 where there is a vote, No. 356—to supple- 
ment, on approval of Treasury Board, except where less than $500 is required, 


~ any of the appropriations of the Department of Public Works; and then, 387, 


immediately below that is a similar vote; it is to provide for balances required 
to complete any projects undertaken in previous fiscal years and for which no 
specific provision 1s made in the fiseal year 1950-51. These are somewhat similar 
small votes that can be allotted to meet contingencies that are not specifically 
provided for in the estimates. 


The CHairMAN: For the purpose of clarity of the reeord would you mind 
explaining the item to which you referred on page 226, the special note at the 
bottom of the page there? I notice that the total amount of the vote as indi- 
cated on that page is $11,112,000 and that the amount taken off is apparently 
10 per cent of that, $1,112,000, leaving the net amount of the vote at $10 million. 
Would you mind doing that? 


The Witness: Yes, sir. As you will see, that vote is for the construction, 
acquisition, repairs and improvements of, and plans and sites for, public build- 
ings in Ontario; a vote which appears on page 40, vote No. 297; and then you 


come back to this page 226—I should say pages 225 and 226—to find the details 


in a list of the objects on which the expenditures will be made under that vote. 
The estimated amount required for the construction of the projects in the fiscal 
year 1950/51 is listed after that. In total all of those amounts come to 
$11,112,000. Now from that is taken this amount described in the note down 
here: 
Less: Estimated amount by which actual expenditure on all listed 
projects will fall short of the total of amounts that may be required for 
each. 


The CHARMAN: That is 10 per cent. 
The Witness: No sir, that is related to the projects. 
Mr. Drew: That is a deduction. 


The Witness: Yes, that is a deduction of those cushions that might be said 
to be excessive with respect to individual items in the vote. 
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Mr. Jounston: You are assuming that there are those cushions there and 
you just deduct it. 

The Witness: That is right, sir; they are not cushions in the sense that 
they are wrong items, these are cushions because collectively they constitute an 
element of that kind. We know from experience that let us say—take the 
additions and alterations to the Royal Canadian Mint, if that goes ahead as 
quickly and as effectively as planned $250,000 would be required but we know 
from experience that every one of these dozens of projects cannot get ahead as 
quickly as planned because there will be delays owing to the difficulty in getting 
supplies and materials, placing contracts, and one thing and another of that 
kind; so while we enter the requirements as estimated, and the amount that 
would be required if they went ahead without any delays of any kind; but we 
know from experience, as I said, that they will not all go ahead just as smoothly 
or just as quickly as planned, and that is why we deduct the amount shown 
here at the bottom of page 226, $1,112,000. 

The CuarrMan: And that is 10 per cent? 

The Witrnesss Approximately 10 per cent. 

The CuarrMaAn: Would it be 10 per cent in each case, or would it be 10 
per cent of all? 

The Wirness: It is not 10 per cent of all because some account is taken of 
course to the likelihood of these things arising. For instance, you will see that 
in Prince Edward Island there are only three items and in that case there are 
no deductions. In Nova Scotia there is a total of $1,452,000 and with respect 
to that there is a deduction of $102,000, and we have just reviewed the ae 
position. 

Mr. Wricut: Does the Treasury Board decide the amount of time the 


department has before them, or do the departments themselves determine the — 


amount of deduction to be made? 


The Wrrness: That was worked out after discussion between the officers of 
the Board and the officers of the Department of Public Works following a dis- 
cussion between the Minister of Public Works and the other members of the 
Treasury Board. 


The CHatrMANn: In other words while a contract may be estimated on a 
certain basis to a fixed amount, in the light of experience you make a certain 
pro rata deduction of the kind indicated here? 


The Witngesss That is right, sir. 

Mr. Drew: So in these cases the cushions are added cushions? 

The Witness: That is right. 

Mr, MacponneE.ui: You could be pretty sure that those amounts would not, 
be needed although the officials of the departments might ask for the larger 
amount. 

The CHatrMAN: Well, Mr. Macdonnell, we are not psychoanalysts. 


The Witness: In some of the other large votes, for example in national 
parks, there is a large amount for construction projects. -Well, in making up 
that vote we will have gone through it on a similar basis. We will have looked 
over the amount they assume will be required to enable them to get all their 
work done; but again, in’ the light of experience, Treasury Board appreciate 
that it would be most: unlikely that they would be able to cover the whole of 
their program and a deduction of this kind will be made. That is all part of the 
management process which Treasury Board exercises in determining the vote 
or budget, and I assume the same thing is done in normal business in determin- 
ing its budget; that is, to look over the requests from various divisions or units 
of the organization and to eliminate what it thinks can be eliminated to get 
the true picture. 
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By Mr. Drew: 


Q. Now then, Mr. Bryce, we have a somewhat different situation on page 226 
as compared with page 44. On page 226, as you have explained, the figures that 


are given for various reasons are more than the amounts actually spent during 


the year and for that reason there is an approximate automatic deduction of 
10 per cent; then, on page 44 you have a different situation. In that case there 
is a definite allowance and contingency provision, under item 356 there. Now, 
does this not bring us to the very point made by Mr. Wats@n Sellar, that it is 
desirable that there be uniform definitions and uniform terms. I think you 
agree that contingencies in most of the other departments do not appear in that 
clearly stated form.—A. That is right, sir. 

Q. Is there any practical reason why contingencies in the other departments 
should not be stated in the same way so that there could be a consolidation of 
contingency procedure under one total?—A. I think .the practical reason for 
that is that by tradition the Public Works projects have been set forth and listed 
in much greater detail in the estimates than in the case of other departments. 
For example, if you look at the Department of Transport under air service you 
will find there a very large vote for the construction and improvement of air- 
ports and airways, $9 million odd—that is on page 62; and the detail of that is 
given on page 229, and you will notice that it does not go into anything like the 
same amount of detail in relation to the projects involved such as air service, 
radio service and so on. Now, the significant feature of it is this, that the 
wording of the vote does not limit the expenditure on these projects in the same 
way as is the case in respect to the Department of Public Works; and the 
result of that is that if a contingency arises in the requirements for the construc- 
tion of airports or airways it can be met simply by shifts within the program 
whereas such a course is not possible in the Public Works program because by 
tradition the details are much more closely set forth and limited in the estimates 
themselves. I think that is the main reason why we do not have votes such as 
vote No. 356 or 357 in other departments. 

Q. Well now, this question of the difference in practice as between the 
departments is one of the very points that it seems to me is brought out most 
strongly in the suggestions submitted by Mr. Sellar, and during the last few 
days we have been discussing the summary which was prepared on what you 
might describe as the functional nature of the estimates and it seems to me 
that from the point of view of a clear understanding of these estimates it would 
be much better to have a figure set out—I recognize quite clearly that it is 
desirable by practice to take some figure, whether it be 5 per cent or 10 per cent, 
which would be adopted as a contingency fund amount, and then that con- 
tingency amount would be included in precisely the same way as is the case 
with the Department of Public Works although the percentage might vary with 
different departments based on actuarial experience, and that then all of these 
contingency funds should be subject to the same conditions which attach 
to the contingency fund in Public Works, and that before the expenditure of 
any part of that contingency fund on additional requirements they should be 
subject to the approval of Treasury Board; is there any practical difficulty in 
that way of carrying it out that you can see?—A. It would increase some of 
the work of Treasury Board which is already quite substantial, and it would 
delay the application of some of these items; apart from those two, I do not see 
any difficulties that cannot be overcome. 

Mr. Ropinson: Would that not also remove more control from parlia- 
ment? 

The Witness: In some measure in the sense that contingencies would net be 
limited within the votes, not in the way that is provided in the estimates as 
they are now set up. : 
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By Mr. Drew: 

Q. I want to make it quite clear that in stating the proposition and in 
asking the question I am making no suggestion that this be a central contingency 
subject to free allocation by order in council. What I am suggesting is that 
there should be a contingency provision in the department itself, and that while 
it would be available for use as required, that such use would be subject strictly 
to the control and approval of Treasury Board., Isn’t that essentially what you 
do now?—A. Thaf is right, sir. . 

Q. That it should be a contingency fund and the use of that fund would 
in turn be subject to approval by the Treasury Board as I understand is the 
case at the present time in connection with the items in the Public Works 
Department estimates, with provision for the allocation of amounts already 
set forth. 

The CuHatrmMan: And then it would be dione by order in council. Even 
although approval of Treasury Board was required these additional expenditures 
would have to be authorized by order in council. 


Mr. Drew: No, approved by the Treasury Board. 


The CHAIRMAN: Then it would need an order in council to transfer ae 
amount. 


The Wirness: No, a Treasury Board minute would do. 


The CuatrmMan: Authority would have to be obtained from Treasury Board 
before any items could be transferred from this contingency fund. 


Mr. Ropinson: It seems to me that by such an arrangement you would lose 
the control by parliament and in placing that you would have control by order 
in council. 

Mr. Drew: In the case of such a contingency fund. as I have been discussing 
with Mr. Bryce the operation would be like this; when a department needed 
additional amounts to complete any of its several projects they would apply 
to Treasury Board and Treasury Board would authorize the allocation of the 
amount that might be required out of this fund. You would have a supplementary 
control to the control now exercised by parliament. 

Mr. Roptnson: As I understand it, what you are proposing is merely a 
contingency fund which would operate as a cushion, that is essentially the same 
thing as we have been discussing here, the cushion which usually appears in 
estimates for construction projects of the type concerned. Isn’t that the case? 
May I also say that I do not think it is a cushion in any sense, 


Mr. Macponneuu: Surely, under the estimates, parliament is getting more 
control because we are getting away from these undisclosed private cushions 


and we are going to have a situation where parliament will authorize a definitely 


recognized contingency fund ‘and I think that is a more practical way of dealing 
with this problem than is the practice at the present time where the thing is 
definitely left to the initiative of the various departments. 


The CuHatrmMan: I would like Mr. Bryce to tell us, if he can, if there is 
any better way by which they could find these cushions, as they have been 
called. 


The Witness: Well, sir, the finding of these cushions is essentially a matter 
of detailed examination and perhaps intuition in some cases, as I know from 
experience; it is not a thing that can be easily identified, perhaps even in the 
minds of the people that are requesting them. Just as an example I have picked 
at random an item here by opening the book at page 86 where you will find 
the details of the vote for production service-Agriculture and take the item 
down toward the bottom of the page there on supplies and materials $33,000; of 
course, there may be a contingency element in that item within the vote for 
“plant products; seeds, feeds, fertilizers, insecticides and so on”. The several 
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sections of the branch indicate the amount they are likely to require and then 
that is taken up by the Deputy Minister of Agriculture and the Minister of 
Agriculture who will examine their own officers concerned as to whether they 
really require that amount or the extent to which they are allowing for 
contingencies. 

Mr. Macponne.u: I do not know how complete the controls of Treasury 
Board are, but let-us assume there is a request for a cushion there, I take it 
that Treasury Board will be in a much better position to detect it and t 


take care of it than to have that detail left to control by parliament. 
The WItTNEss: Yes. 


By Mr. Drew: 


Q. In any event is there not this very simple proposition? There is no 
suggestion of there being a general fund that can be applied in a different way 
than was originally intended; you have specific items, and then we know, as a 
matter of practice, that an estimate for a particular building, we will say, may 
not have been adequate. Well, then, we have this contingency reserve and the 
department would ask the Treasury Board for an additional amount to pay the 
amount by which the actual requirements were in excess of the amounts originally 
estimated, is that not so?—A. That is how I understand the suggestion you 
are making. 

Q. In the case of the Department of Public Works, that is what happens 
now?—A. Yes. 

Q. So in each case, where there would be an allowance from the Treasury 
Board from that contingency fund it would relate to an item which already 
had been specifically approved by parliament?—A. Yes, sir. 

The CHAIRMAN: May I tell you it is twelve o’clock now. So there will, not 
be any prejudice suffered by anyone who is speaking at a quarter to one, I may 
say I have to adjourn the meeting at a quarter to one. 

Mr. Ritzey: Mr. Bryce, what do you think of Mr. Sellar’s suggestion that 
there should be a more precise description in each vote of the purposes for which 
the funds are to be used, and do you find any difficulties arising in the admin- 
istration from the ambiguities in the wording of the votes? 

Mr. Ropinson: Mr. Chairman, this being the thirteenth anniversary of the 
coronation: of the King should the committee not rise while the royal salute is 
being fired? . 

The CuHaiRMAN: Certainly, gentlemen, please rise. 

The Wirness: Mr. Riley’s question, as I understand it is: whether any 
difficulties have arisen from the lack of precision in the wording of estimates 
which Mr. Sellar has drawn attention to, and whether we felt in the Treasury 
Board that it would be an improvement to make them more precise. Well, as 
regards administrative difficulties arising from the wording, I am not familiar 
with any difficulties of any consequences that have risen. Normally, it is well 
understood by the departments and by the Comptroller of the Treasury what 
expenses are properly chargeable to what votes. The naming of the votes, in 
fact, in the estimates now, is a largelay conventional naming and primarily 
for the convenience of members of parliament and departments in identifying 
the votes. If parliament wished to have these votes more precisely described I 
do not see that would be open to any more difficulty than merely extending the 
length of the estimates book slightly, and the schedule to be attached to the 
Appropriation Act. As the committee may know, votes for administration of 
which there are numbers under each department can, in fact, be used for a wide 
variety of purposes. We have had legal opinions given on that in the past. So, 
when you have votes for administration the wording of the votes anyway does 
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not normally tie down the purpose within that field very rigidly, so I think it is 
largely a question whether parliament feels it would be more useful to have more 
precise wording as Mr. Sellar has suggested in a number of cases. 


By Mr. Drew: 


Q. Take as an example, Mr. Bryce: First, we have already seen by your 
reference to the Department of Public Works, that individual buildings are 
shown and the estimate for each particular building, and whether the cost in the 
end is the exact amount set forth or not, it is related to that estimate. Now, 
not dealing with the general statement but with what are described as details, 
let me refer to page 169, under the Department of National Defence, where 
I read: General—acquisition, construction, purchase, maintenance, repairs, 
rentals and operating expenses of properties $22,492,208. That of course, 
is just under the army alone. Do you think that is consistent with the 
practice adopted by the Department of Public Works or by the other 
departments, and do you think this helps us in any way to understand that item 
which is not detailed?—-A. Certainly sir, that is a much wider category in detail 
than is normal in most departments, especially the Department of Public 
Works. That general question in relation to the detail furnished by the Depart- 
ment of National Defence was raised some days ago in the committee, and 
as I said at that time, it was decided upon shortly after the war, having in 
mind the considerations of security at the time and other things. I have since 
consulted with the Minister and Deputy Minister of National Defence and they 
have consulted with the officers of the services and I believe that they would be 
prepared to have us show in future years details for the estimates of national 
defence on a plan that is much more closely like that in other departments. 

@. I must say if nothing else has been accomplished by our meeting of the 
Public Accounts Committee that in itself is a great achievement because the next 
item, either during the war or after, could not relate to security at all. The 
next reads: Personal supplies and services: food supplies, medical and dental 
supplies andi services, clothing and personal equipment, barrack, hospital, camp, 
and miscellaneous equipment, laundry and dry cleaning to a total of $19,111,212. 
I do not think there is much security wrapped up in those items. 


Mr. Cavers: Mr. Bryce, I was wondering whether it was practical to 


provide the explanatory material for all departments that is provided by the 
Department of Public Works or the Department of Finance. In other words, 
would it not be possible for any of the other departments to provide the details 
suggested by Mr. Sellar? 

The Wrrngss: You have raised two points, Mr. Cavers. First, whether we 
could provide the detail for projects similar to that which is in Public Works, 
and secondly, what would be the problem of supplying the sort of explanatory 


material Mr. Sellar suggested in his memorandum. First, in regard to the — 


detail, it has been traditional to supply a great deal more detail in the Public ~ 


Works estimates because members of parliament were always more interested — 


in where post offices, customs offices, wharves and public buildings were being 
provided to a much larger extent than they were as to where buildings were 
being provided at experimental farms or where a building was being provided at 


> ~~ ee 


an airport or something of that sort. Now, if parliament wished the details, let 


us say, of the national parks program, or the airports and airways program in — 


the Department of Transport, to be listed and detailed in the way the details are © 


in Public Works estimates, that would be a question that relates to the degree 


of flexibility within the programs of those departments, and so I think I would © 


hesitate to offer a comment on a matter such as that. It would more properly 


come, I think, from the minister or others responsible for those departments, after — 


giving it some thought. Broadly speaking, as I indicated some meetings ago, 
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there thas been a general move towards segregating capital programs and showing 


them separately in votes, and the question you raised could it be carried a step 
further and segregate the items within those votes and specify them in the 
estimates? I think in some cases it could but in other cases it would require 
settling the details of those programs much further in advance than it has 
been possible to settle them in recent years. 

Mr. THatcuer: Getting back to this matter of cushions, I am not clear on 
one or two things. Would you turn to page 14 of the auditor’s report? 


The CuarrMAn: Switching again to public accounts, Mr. Thatcher! 


By Mr. Thatcher: 


Q. Does this auditor’s report indicate there in item 48 that that $136 million 
lapse which is sixteen per cent of the total granted by parliament—does that 
indicate that your department or any other department was out in figuring the 
cushion by sixteen per cent?—A. Well, in a sense, yes, but in a sense, no, because 
we provided, let us say, in the case of Public Works here, that is the case we 
were speaking of, the Treasury Board agreed that Public Works might have for 
that purpose $33 million more in estimates than what they spent. One reason 
for that was if they could go ahead with building projects they should be able 
to do so on financial grounds. The reason they could not go ahead however, 
was shortage of building supplies and contracting facilities. So that represents 
to that extent a difference between the financial limitations that were being placed 
on the department and the physical limitations placed on the department. So, 
to some degree, it does not represent an error, merely a difference in the degree 
of limitation by those two factors. ) 

Q. But last year it is a fact that there was this cushion, if you want to call 
it that, of sixteen per cent. We see that from that figure. I am just wondering 
if the Treasury Board needs more staff or something to check up on this. I 
do not see how they could be out sixteen per. cent, or somebody is out sixteen 
per cent. That is quite a terrific cushion. 


The CHarrMAN: I think the witness has already explained that but he should 
give it in more detail, that it is the physical and not the financial limitations; 
they could not find the materials to do the work,—but I would rather let the 
witness speak. 


The Witness: Yes, we have made financial provision in there for certain 
things that could not be carried out because of physical or administrative 
obstacles, so that these lapsings include not only amounts that were recognized 
at some level to be provision for contingencies but they also include amounts 
which they, in fact, planned to spend, but where physical or administrative 
obstacles arose and prevented the expenditures being made. 


By Mr. Thatcher: 


Q. Well, Mr. Bryce, I am still not just clear as to how the Treasury Board 
decides what cushion each department needs. You said you knew of some but 
not of others. Could you tell us about the ones you do know of? Is it calculated 
on a percentage basis? A. No, no, it is a question of judgment in the particular 
case as to what can reasonably be allowed in a particular circumstance, In a 
particular vote, or a particular department for contingencies that they cannot 
be sure will arise but which may arise. 

Q. Take the Department of National Health and Welfare, for instance, how 
would they be out $93. million? Does that mean Mr. Martin had a cushion ° 


of $23 million? aK | 
Mr. Macponnetu: He does not need it as much as some of the rest of us! 
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The Witness: Well, sir, if you look at the items you will note nearly all of 


that in the Department of Health and Welfare is accounted for in lapsings in vote. 


797, which was a vote for the health grants of one sort or another to the different 
provinces. Now, I am not sure whether that was the first year in which these 
grants were in effect, but the amounts provided there were being offered to the 
provinces so that if the provinces were able to take full advantage of them they 
could. Now, in fact, they did not take full advantage of those and it would have 
been awfully difficult for them to have done so quickly. You will note in this 
year’s estimates for Health and Welfare an endeavour is made to estimate the 
extent to which they are likely to take advantage of them, and the amount of 
$25 million, as I recall, is provided there, even though provision is made in the 
details for the full amount of the grants that each province would be entitled 
to make use of if it wished to do so, and were able to do so, so the wording of 
vote 239 in the present year’s estimates, I think, is an endeavour specifically to 
meet the point that you raised in regard to these large lapsings under vote 797 
in 1948-49. 


Mr. THarcuer: One further question— 


The CuHarrMaNn: Just before you put that question, Mr. Thatcher, for your 
own information, may I refer you to page 180 of our proceedings, where 
Mr. Sellar gave exactly the same explanation to Mr. Macdonnell in regard to 
that $23 million lapsing. Mr. Sellar’s answer will be found on page 180. 


Mr. THatcuer: | am very sorry, I suppose I was not here, but I wanted that 
information. 


By Mr. Sinclair: 

Q. I would hke to ask a question. One of the main interesting observations 
of Mr. Sellar was in connection with what you might call revenue departments 
where there was revenue coming in because of services provided to the public 
or to other government agencies by the department. Today, that revenue goes 
into the consolidated revenue fund and there is no crediting of the department 
with that revenue. If it was a business firm, whatever revenue was collected 
would undoubtedly be credited to the department concerned. In the past, 
Mr. Bryce, has there ever been an effort made in the estimates to show the 


revenue obtained by one of these departments or branches and thus show a net 


amount which had to be provided out of the treasury to carry on the department 
or branch—A. Well, sir, that leads into quite a large issue, but in answer to 
your specific question, we have in the past and at present made provision for 
the net requirements in two or three votes. I believe, if one looks at the vote 


for treatment services in the Department of Veterans Affairs, page 317, you will _ 
see that the amount that 1s requested is a net figure after making allowance for. 


certain revenues of the service or expenditures that can be charged to other votes. 

@. Yes, on one point you raised there, that is quite true but the actual 
revenue which is obtained from that department is not shown anywhere in the 
estimates.—A. The actual revenue that has been obtained in the past. 

Q. Yes.—A. That is true, sir, it is not; we do not furnish in the estimates 
statistics of past revenues. But there is another place where this is done, and 
that is in the National Research Council where the amount requested,—if you 
look on page 284, you will note the amount requested is after allowance is made 
there for revenue. The amount requested is reduced by $515,000 of estimated 
revenue which is expected, and which they are permitted to use to help meet 
their expenditures. However, that leads to a larger question that I take it 
that you implied as to how general that practice should be. The Auditor 
General did touch on that in his memorandum. Was it your intention to 
inquire about that? 
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@. That is what I am inquiring about, as to why this practice of National 
Research Council is not also applied to government branches and departments 
which are outside of the government.—A. The main reason I think is that if 
you permit the revenue to be set off against expenditure you might then have 
to estimate the difference between those two, and it is always more difficult 
to forecast and usually to control a net amount than it is to control a total 
amount. If, for example, the Post Office were operated on that basis in arriving 
at the amount of the item in the estimates you would have to take into account 
an anticipated revenue of many million dollars, and you would have to anticipate 
the difference between the expenditures and their revenue. It would mean that 
it would be necessary not only to estimate in advance annually what their 
expenditures would be in gross, which we can estimate with some difficulty and 
perhaps with reasonable accuracy; but we would also have to estimate what 
their revenue would be, and that is always more difficult; and then provide for 
the net difference in a vote of a few million dollars—perhaps in some years 
nothing would be needed. Our feeling has been that we cannot secure as effective 
a control either for the Treasury or for the government as such, or for parliament, 
by estimating and controlling on that net basis as we can by controlling on a 
gross basis. I think one of the few cases where we found by experience that 
we could overcome that, was in the case of the Research Council. But the 
practical thinking of the Department and the Minister of Finance has been 
that a more useful and meaningful control can be exercised both by the govern- 


_ ment and by parliament by working on the gross basis. 


By Mr. Macdonnell: 


Q. When you contrast Research Council with the Post Office, you did it 
with the Research Council because it is smaller?—A. That is one of the reasons 
but not the only reason, because it is a practical arrangement in respect to that 
organization. In other instances where the revenue is small it is not so easy 
to do. However, if the committee felt that it would be helpful in understanding 
the net position of the service being given; in cases where the services given 
are covered by a specific revenue, the Minister of Finance has indicated to me 
that he would see no obstacle in trying to provide in the estimates at the back 
of the book such figures of revenue or such forecasts of revenue as can be made 
so that parliament will have an opportunity to see what the net cost of 
providing that service will be; let us say such a thing as the record of 
performance services in the Department of Agriculture, or something of that 
sort. 
Q. The Post Office itself would not be quite in the same category as those 
services to which you just referred.—A. No. 
'Q. The Post Office does cost the taxpayer generally a net amount.—A. Or, 
take weights and measures, something of that sort. We could accomplish in 
that way the informational purpose that the Auditor General mentioned without 


“Department of Finance have felt can be best secured by voting the gross 
rather than net basis. | 
Q. Is it relevant here, Mr. Chairman, to ask a question which is of particular 
interest. I think Mr. Bryce mentioned more than one item of the kind I have 
in mind in which capital amounts were involved. I do not know whether that 
is relevant now or at some other time, but I would be very interested in having 
Mr. Bryce comment on it. 
The CuairMan: I suggest it would be better to leave that until later on. 
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By Mr. Macdonnell: 
Q. Very well then, I will reserve that, but I would now lke to ask a question 
which I think is relevant. We are all interested in that breakdown of the financial 


position. Nov, let us take one thing we were on in the Department of Transport, — 


iet us take this item of telephones, telegrams and postage; I suppose you have a 
dozen different items on telegrams, telephones and postage in the Department of 
Transport. You are in a much better position to view that than I am, but I see 
that it comes to a grand total of $1,600,000. It seems to me from the point of 
view of getting the picture of what we are dealing with in the House it would be 
very much better to have that on a functional basis, but it may be having regard 
to the various departments concerned that that would not be particularly useful. 
Could we have your comment on that?—-A. My understanding of your suggestion 
is that a vote of that kind should be shown on that basis as a matter of in- 
formation? 


Q. I would say the vote, or alternatively, it could be covered by a memo- | 


randum as well based on the functional distribution of items.—A. I think it 
would be quite possible to draw up a memorandum item on the basis you described 
but to do that is a general practice—as I indicated in the description I gave to 
the committee at one of the earlier meetings, the general practice or policy of 
the government has been to prepare votes on the basis of the purpose for which 
the expenditure is incurred rather than to base it on the type of expenditure that 
is involved. These tables we have been discussing are made up on the basis of the 


type of expenditure involved, and clearly are of real interest to members; and 


I would assume that if it commends itself to the committee, if the committee 
wants that sort of thing in the estimates, when we’ are preparing them we will try 
to keep them in categories which are suggested by or which reflect the views 
that have been expressed in the meetings of the committee here; we may not 
be able to do it exactly as has been suggested but we will try to do it as carefully 
as we can. 


Q. Do you think it can be done? I suppose if you had the type of categories 


which you .have used in this material you place before us that it would be 
desirable. Such a summary might run to some size but it would make the votes 


more interesting and give us a better appreciation of just what was involved in: 


each case. 

The CHAIRMAN: What you really mean is this, that you would make a 
further split of the general items which were submitted in this draft summary, 
that in preparing that summary he would also provide a general detail as to the 
items which it comprised and that such detail would give us a better appreciation 
of functional expenditures. You go one step further now and you suggest that 
with respect, for instance, to this item of telegrams, telephones and postage, that 
there should be a more detailed breakdown showing the. items which go to make 
up that total. Is that what you have in mind? : 


Mr. MacponneE.u: I am raising that question, yes. 


By Mr. Prudham: 


Q. On page 7, clause 12 of Mr. Sellar’s memorandum, I would like to ask 

Mr. Bryce whether there are many votes representing small amounts which Mr. 
Sellar suggests it would be desirable to reduce in number and group them. Why 
do you have so many of these things, small votes for items running around 
$2,000?—-A. I think there are several reasons for that. I know the same point 
has been raised with the Treasury Board by the departments on occasion. In the 
first place, certain of these small votes are for special purposes that cannot very 
readily be covered within the meaning of a larger vote. You will notice as you 
go through the detail of the estimates that there are small votes for rather 
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_ specific purposes. For example, grants to an organization such as the Boy Scouts, 
_ which appears under Finance. It is a separate vote there. It is only a small 
_ vote but would not easily fit into any of the categories mentioned. We could 
_ very readily group these small grants under one number in the estimates and in 


that way reduce the total number of votes. That might be a convenience when 


_ the estimates are up for consideration in the House and any one of these grants 
- could be explained. 


The Cuairman: And these details would be at the back of the book? 
The Witness: Yes, or they could be listed right there if that were felt to be 


more convenient, Or, let’s take another case, we have for example a number of 
smal] votes in the Department of Finance for small administrative bodies, votes 
for their salaries and operating expenses; for instance I think of the Farmers 


Creditors Arrangement Act and other organizations of that kind. Votes for these 


_ small administrative bodies of the kind to which I have referred might all be 
— grouped together. 


By Mr. Prudham: 


Q. Would the grouping of these small votes into one larger item tend to 
avoid the necessity for supplementary estimates?—A. Perhaps to a small degree, 
but it would do so at the expense of perhaps some of the detailed, control which 
parliament now has over the purpose for which the money can be spent. If we 


were to group alll of these miscellaneous administrative functions in the Depart- 


ment of Finance under one larger vote we would have within certain limits the 


authority within the organization itself, within the Department of Finance or 
_ Treasury Board to re-allocate the funds that were originally requested let us 
say for the administration of the Farmers Creditors Arrangement Act or the 


- administration of the Farmers Improvement Loans Act, to some other unit in 


the group. Now, if parliament was concerned with us staying within strict 


_ boundary lines as between these administrative functions I would say there was 


nothing to be gained by the grouping of these votes together. 


Mr. JouHnston: It would be done at the sacrifice of detailed control. 
The Witness: There would not be the same measure of control as is now 


- exercised by the House with respect to these administrative accounts. 
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The CHairMAN: There might be a grouping by functional classifications 


without in any way taking away from parliamentary control of expenditures. 


The Wirness: I would think that Treasury Board might well welcome an 
expression of view by this committee on expenditures on that sore of thing as 


felt desirable by the House, because after all it is essentially a question for 
parliament. 


By Mr. Drew: 

Q. Now, Mr. Bryce, just following through the point raised by Mr. Sinclair 
in which he referred to the budget system of operation taking into account 
revenue items. As I understand it, there are two distinct types of revenue 
items; on the one hand there are those which might be regarded as substantial 
returns on capital investment which would go into the consolidated revenue fund 
to be re-allocated to special allocations; on the other hand there are enormous 
numbers of properties owned by the government today which are producing 


revenue to the government which is not in any way taken into account in capital. 


For instance, I have in mind farms and houses owned by the government and 
operated on that account. Now, as I understand it today, the government 


_ probably owns things such as farms and houses right across the country; under 


different statutory authorities they hold property of that kind; is it not so that 
the accumulated total of these annual revenues of that nature should be set off 
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the total taxation levied by parliament at the presentation of the budget by the ~ 


Minister of Finance; that would actually be set off, would it not?—A. Actually 


much of that sort of revenue producing asset held by government is held by ‘ 


agencies which in fact do.apply their revenue to expenditures; for instance, 
Central Mortgage and Housing Corporation has tens of thousands of houses 
I suppose, revenue producing properties. They do use the rents that they receive 
for meeting their operating costs and for meeting costs such as interest on 
debentures issued by them and things of that sort. The same thing applies to 
a considerable extent in connection with the Farm Loan Board. So to that extent 


you do get that with the properties that are held by the government which are 


run by the crown through an agency, .but where they are held by a department 
I doubt whether that is so. For instance, many departments own residences 
which are rented to their employees because they are in out-of-the-way places 
and I would say there that the rental goes straight into revenue and is not used 
to offset the expenses of that department. What you have in mind is that 
such revenue should be used by the department to offset this operating cost, is 
that what you have in mind? 

@. Just from the point of view of presenting actually a clear picture of the 
situation in regard to one of the departments, might it not be desirable to present 


in the form of a supplementary statement or in some way a statement of those — 


crown revenues of that kind to give a true picture of what that department is 
costing?—A. If it were felt by parliament that it would help in considering the 
estimates if that could be done, we could arrange to include figures of that kind; 


if it would help to give a more balanced picture of the costs reasonably attributed — 


to each item covered by the main estimates. 


Q. I do not want to get away from the point which has been raised and " 


to which my question was related, and I thought I should bring it out at this 
time. I have just been thinking over the discussion which has been taking 
place about. the properties of various types which are held by the government 
and the question of the great advantage of sorting this out and finding out 
exactly what they were, and this is what has occurred to me: The government 
has put forward a plan under. which it offers to certain municipalities 
payments in heu of taxes where the total amount of property which they 
hold bears a certain percentage relationship to the assessed value of properties 


in the municipality. Now, such a proposal can have no meaning unless the — 


geovernment has in its possession a detailed lst of properties in every community. 
There would be no other way of working out what the holdings of government 
property were in relation to assessed values of general property within a 
municipality. Now, is that information available for that purpose?—A. When 
we were making up this suggestion, sir, we had to make a very elaborate 
survey extending across all departments and agencies of government to 
try to ascertain the holdings of real property in the various municipalities 
with that end in mind; and, as I was saying yesterday, that record exists in the 
department, they have full records of all properties held; and, of course, 
for this particular purpose about which you speak it is necessary to have these 
properties evaluated on a basis comparable to the municipality in which the 
property is located, and they differ, naturally; so it has been necessary to 
assemble a great deal of information for that purpose and it is now being 
analysed and appraised in the light of the practice of each municipality involved, 
so we have got together a lot of material for that purpose. 

Q. Well then, is this not the result? In view of the statements which 
have been made in parliament of the various proposals which have been made 
for payments in lieu of taxes in certain municipalities, it does necessitate the 
total listing of all buildings used by the department, of the real estate and 
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_ properties owned by the department within each municipality and the evalua- 
tion of those properties on a comparable basis to local property for tax purposes? 
B —A. The departments themselves I believe were not asked to make local 


evaluations because in many cases it involves a personal skill that they could 
not be expected to have, but we did endeavour to secure from them a list of 
all those properties where it was considered necessary that the crown should 
have a list of them. | 

Q. Well then, for the purpose of carrying out this proposal for payments 
of money in lieu of taxes, would not that require a detailed list of properties 
as well as the value of the property?—-A. Yes sir, but I would not say that those 
values are all comparable on a local payment basis. 


By Mr. Sinclair: 


Q. I wonder if you could tell me this; why is it that there should be a 
charge and a record kept of payments by patients treated by the Department of 
Veterans Affairs—that appears on page 5 of the Report of the Auditor General, 
item 21—when according to the next item, item 22, no charge is made for a 
similar service rendered by the Department of National Health and Welfare. 
—A. I am afraid I could not give you any explanation of that, Mr. Sinclair, 
as to why there is that difference in practice. It would certainly seem to me 


_ that if it is appropriate for Veterans Affairs it would also be appropriate for a 


similar service under Health and Welfare. One might expect to find in regard 
to that that in Veterans Affairs they have been doing a considerable amount of 


work for the other departments. I am not sure that it would be as important, 


quantitatively or proportionately, under Health and Welfare. 
Q. The point he makes there seems to me important because he points out 


_ that the practice has an effect on revenue. However, the next item is one we 


shall find even more interesting, item 23, on page 8: Benefits to Sick Mariners. 


— IT think that is much more significant, because the whole intent of the legislation 


is to establish a service at cost, and yet with respect the revenue of those 


- municipalities’ revenue funds, while payments are made by the department, the 
result is this very great gap—A. There is some virtue in incentive there, I think, 
in many cases; but we have to offset that against the considerations that I 
~ mentioned, the desirability of attempting to provide for expenditures on a gross 
_. basis in order to give parliament a better measure of control; however, if we 


showed the revenue and the detail for each vote that might help in bringing 
about the incentive on the part of the department to operate efficiently. 
Q. In cases of this kind we intended that the service should carry itself? 


The CHairMAN: Gentlemen, it is a quarter to one. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Turspay, May 16, 1950. 


The Standing Committee on Public Accounts met at 4 o’clock p.m., the 
Vice-Chairman, Mr. David Croll, presiding. 


Members present: Messrs. Balcer, Blue, Boisvert, Browne (St. John’s 
West), Cauchon, Cavers, Croll, Drew, Fraser, Gauthier (Portneuf), Hansell, 
Helme, Johnston, Kirk (Antigonish-Guysborough), Macdonnell, Major, Kirk 


(Digby-Yarmouth), Prudham, Richard (Ottawa East), Robinson, Sinclair, 


_ Thatcher, Warren, Wright. 


In attendance: Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


Mr. Bryce tabled statements showing a breakdown of Item 9 of the 
summary of the estimates tabled by him on May 5, which are printed as 


| Appendices A and B to this day’s minutes of proceedings and evidence. 


The Committee resumed consideration of the memorandum tabled by 
Mr. Watson Sellar, Auditor General, on April 27, respecting the preparation 


: of the estimates, and which is printed 'as Appendix B to that day’s minutes of 


~ proceedings and evidence. 


Examination of Mr. Bryce was concluded. 
It was agreed that Mr. J. G. Taggart, Deputy Minister of Agriculture, be 


a: heard at the next meeting. 


| 4 o’clock p.m. 


At 6 o’clock p.m. the Committee adjourned until Thursday, May 18, at 


A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housr or Commons, 
Turspay, May 16, 1950. 


The Standing Committee on Public Accounts met this day at 4 pm. The 
Vice-Chairman, Mr. D. A. Croll, presided. . 

The Vicrk-CHAIRMAN: Gentlemen, we have a quorum lets get started. Mr. 
_ Bryce was to elaborate further on item No. 9 which appeared in the appendix 
_ and was to explain certain items in connection therewith. 


Mr. R. B. Bryce, Assistant Deputy Minister of Finance, recalled: 


The Wirness: Yes, Mr. Chairman, I was to provide the committee with a 
breakdown of the detail in item No. 9; and I was asked regarding the increases in 
National Revenue and under Finance. Under National Revenue the increase 
there from 1949-50 to 1950-51 was approximately $66,000. That increase is 
noted in the items of the various departments and the greatest increase is in 
the Taxation Division, where it amounts to about $100,000. Perhaps you would 
like to have that put in the record, Mr. Chairman. 


The Vicze-CHAIRMAN: Yes, that will be appendix “A” to today’s report. 
(See appendix “A”’) 


By Mr. Macdonnell: 


@. May I ask a question there for information; can you enlighten us as to 
what branches use the frank and which use postage?--A. Broadly speaking, any 
mail sent out outside of Ottawa requires postage. 

Q. Then the frank is only used in Ottawa?—A. Yes, the frank may only 
be used in sending mail from Ottawa. . 

Q.. Any government, office sending mail out from Ottawa can use the frank? 
—A. Yes, that is my understanding. The main increase there is in the total 
for the district offices of the Income Tax Division and I think it is due to the 
volume of business there. 7 


By Mr. Fraser: 


Q. You mentioned the frank being used at Ottawa.—yYes, for official mail. 

Q. For official mail, would that include the Defence department sending out 
medals or things of that nature?—-A. Where there is more than just the ordinary 
postage rates applicable, I do not believe so; but J am sorry I am not an expert 
on whether there would be extra postage charges for parcels and things of that 
sort. 

Q. I mean they would be enclosed in a letter and I was wondering whether 
they would pay postage on that——A. I am sorry I cannot tell you that. If you 
send mail from some outside point it would require postage. 

Q. Yes; well now, in the discussion in the External Affairs Committee this 
morning we were told that the item of postage there included the carrying of 
diplomatic mail. If that was included as postage that item would appear in here, 
and if it were not directly used for postage the item would reduce by that 
amount, would it not?—A. It would not be postage through the Post Office, 
| I suppose that comes in under what they would call their courier service. 

Mr. Ricuarp: Under this item here of telegrams, telephones and postage, 
would that include all the postage outside of Ottawa? 
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The Witness: It would include the postage, yes, unless there is something © 
there for special delivery letters and things of that sort. I do not claim to be an 
expert on postal regulations. 

Mr. Hanseiu: Is there any particular reason why family allowance cheques 
are not franked? 

The Wrirnress: Yes, because they are all sent out from offices outside of 
Ottawa. Family allowance cheques are mailed from the various district offices, 
usually the capital city of the province. The operation is decentralized for 
that service. 

The Vicke-CHaIRMAN: Now, Mr. Bryce, was there another item? 

The Witness: Yes sir, the other item was an explanation for the substantial 
increase in these categories in the Department of Finance, and again I have had 
a table made up which may be put into the record—perhaps the committee 
would like to have just a brief explanation as to how this increase occurred. In 
this case, sir, | must apologize to the committee. There was an item in 1949-50 
that. should have been in this category and was classed in the all other expenses 
category No. 30, and that is the main thing that accounts for the increase. Itis _ 
clearly an item which should have been included here but it was simply ; 
overlooked. ; 

Mr. MacpoNNELL: What was the amount? J 

The Witness: $415,000 for telephone services for all the departments at 
Ottawa; and there was an increase of $100,000 in postage on family allowance 
and income tax refund cheques. 

The Vich-CHAIRMAN: That statement will appear as appendix ‘“B” in 
today’s record, with the consent of the committee. 

Some. Hon. MremsBers: Agreed. 


(See appendix “B”’) 
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Mr. Macponneuti: Mr. Chairman, is this a proper time to ask what check 
is kept on their long distance telephone calls, or should that be asked of some 
other departmental head? I mean this, quite frankly, I think we have all been 
impressed from time to time with the lighthearted way in which government 
servants use telephones where many times a letter would do perfectly well. 
Presumably there would be checks, how is that done? 


The Wirness: That is a control which is administered within the depart- 
ments. From an administrative standpoint it is almost impossible to spell out 
detailed regulations for the use of long distance telephone calls, although one 
could appreciate that many times just as good service could be obtained through 
the use of telegram, the teletype or the writing of a letter. The departments 
have been asked to make use of the government teletype service, particularly that 
of the Department of National Defence wherever they can, in order to cut down 
telephone and telegraph charges, but we have to leave it to the judgment of the 
government departments as to whether telephone calls in particular circum- 
stances are justified. 


Mr. MaAcponneELL: One thing that bothers me is this; items of that kind 
can run into huge amounts and we find that a great many of these charges are 
based largely on telephone services. I think we heard something the other day 
about what seems to be the unreasonable way in which civil servants come to 
look upon the use of the long distance telephones for calls, and I think personally 
that is one place where we are spending unnecessarily. They would not make 
so many long distance calls if they had to pay for them. I think we all recognize 
that limitation. But the point I want to make is this, Mr. Chairman, that I 
think we should have a little enlightenment and that we should have a look at 
the actual long distance telephone bills in the various departments to see just 
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what they amount to. I do not want to ask for the production of any details 
which are not reasonable, Mr. Chairman, but I submit that that is one thing 
we ought to have a look at, to see what extent, if any, the use of long distance 
telephones is being abused in the public service. 

The VicE-CHAIRMAN: Perhaps, Mr. Macdonnell, when we have the govern- 
ment officers here before us we could ask them about that. We are now on this 
memorandum of April 26 submitted by Mr. Sellar on the estimates. Are there 
any more questions about any point arising out of that? 


Mr. TuHatcuer: I wanted to ask a question on point No. 9; would it be 
proper to do that at this time? 


The VicE-CHAIRMAN: Go ahead. 


By Mr. Thatcher: 

Q. Mr. Sellar made the statement there (this is on page 5, item 9) where 
he says, “Ministers can and do control decisions of policy, but application is 
delegated and it is the dead-weight of administrative cost that is of concern 
when estimates are under review. For example, in the present estimates, 


provision for salaries and wages of public employees exceeds $300,000,000. It 


will be the salaried expert, not the minister, who will be in indirect contact with 
the committee, therefore the form or text of items should be such that the expert 
is not in position to barter.” The point I would like to make is this, that I think 
that is a quite important statement, and the point I would like to ask Mr. 
Bryce is what steps are taken by the Civil Service if certain employees are found 
to be superfluous or inefficient; or, how does the civil servant get dismissed for 


“such reasons; have you a procedure?—A. Yes, sir. 


Q. What is it?—A. In regard to the formal situation, civil servants of 
course are employed during pleasure, as the phrase is in the law, and there is no 
obligation to retain them beyond such time as His Majesty decides to retain 
them and has some use for them. Normally when a function is reducing or 
terminated, an effort is made or has been in recent years, when there are expan- 
sions in various’ other portions of the Civil Service, to place those who become 
surplus in one place into another place wherever that sort of staff is required. 
The Civil Service Commission has power that normally enables them to do that, 
that is to remove staff from where they become unnecessary to where they are 
useful. 

Q. Suppose now, Mr. Bryce, that some department decides this man is 
not needed, supposing he is not needed for the work of the department which 
has gone down a little; what would the procedure be for the departmental 
head to get rid of that employee, could he release him?—A. In the case of 
a temporary civil servant the department can simply release them, tell them 
their employment is finished at such and such a date and they are released. 

Q. The departmental manager can do that?—A. Yes, the responsible 
officer of the department can do that. 


The Vice-CHAIRMAN: That is temporary. 
The Wrrness: In the case of a temporary civil servant, and in most of 


these situations where you have reducing staffs it apples to the temporary 


staff, as they are called in the Civil Service Act. That is the ordinary way in 
which it is done. If they are permanent civil servants, as they are called under 
the Civil Service Act and the Superannuation Act and similar statutes, normally 
they can only be dismissed by order in council, and there are orders in council 
dismissing or releasing certain persons or retiring them from the Civil Service ~ 
from time to time. It is not unheard of by any means, that they are retired, 


372 STANDING COMMITTEE 


dismissed or released in other manners, and there is no legal obstacle and 


there is no procedural obstacle to reducing staff when they are no ‘longer 4 


‘required. aa 
Q. Mr. Sellar used the word “dead-weight”. I don’t know whether that | 
signifies anything or not. I am just wondering. There are many individuals 
who are temporary civil servants and their work is discontinued and they are 
let out. I think you said the other day that a good many of them are shifted, 
and yet we find that right today the Civil Service is several times greater 
than it was before the war. I was just wondering whether that huge wartime 
Civil Service which was built up is really being cut down quite to the extent 
that we are told is being done.—A. We are endeavouring to attempt to eliminate 
those who are not required or to use them on some more efficient operations, 
but the total numbers I believe are less than they were at the peak which 
occurred just a little after the end of the war, within some months after the 
end of the war. They went down for a time and then came up again, coming 
up again as certain operations expanded. The Bureau of Statistics puts out 
each year figures on the number of civil servants which reflects the major trend, 
and one has to make allowances, although it is difficult to decide just exactly 
what boundary lines to use; do you include casual construction workers, for 
example. The Bureau of Statistics figures will show the trend and I would 
think they would be a valuable aid to the committee. | 

q. Would the Civil Service staff be at an all time peak just at the © 
moment?—A. I don’t believe it is, I believe the big peak was reached shortly 
after the end of the war and then it went down and it has since come up 
again. 

Q. Which is one and the same thing. Do you know in the past year, in 
the accounts that we are studying, numerous specific instances where civil 
servants have become superfluous or inefficient and who have been dismissed, 
do you know of cases of that kind?—A. I know there have been cases: but I 
cannot tell you from memory, but there,have been cases. 

Q. But very few, I suppose——A. Qh, there would be a great many tem- 
porary civil servants who would be released. 


Q. I am asking about the permanents.—A. Pern anes civil servants, ~ 


there are not very many dismissed— 

Q. That is my point.—A. —for cause, but there were a number retired 
for age or one cause or another. 

Q. I am not worried about that, I just wondered when they became super- 
fluous or inefficient, if there were many times in the past year when that had 
happened.—A. Not a great many, no. It is not common. 

Q. Well then, suppose the department decides that for certain nee 
they need extra staff, what is the procedure? I know they go to the Civil 


Service Commission. Can the departmental head say; now, I need another — 


man and just put in his application—what is the check there?—A. The depart- 
ment first has to tell the Civil Service Commission that they need an additional 
position of a particular class perhaps, and the Civil Service Commission’s 
appropriate investigator, from their organization and classification branch, 
investigates the requirements. He will then take the matter up with the 


appropriate departmental officers and if he is satisfied and the Civil Service _ 


Comnussioners are satisfied they will recommend to the Treasury Board the 
establishment of an additional position or positions for those purposes. The 
‘Board will then look at it, not in as much detail, but in the light of the reports 
received from the Commission and from the department and decide whether 


they are prepared to approve the recommendation made jointly by the depart- q 
ment and the Civil Service Commission and if so the Treasury Board will then _ 


authorize the establishment of a temporary position, or positions for that 
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_ purpose.. The normal procedure is first to establish a temporary position and 
then at some future date when it becomes clear that the job is a continuing 


one, if the person in question is eligible for permanent appointment, then he 
will be made permanent at that future time. 

Q. Is there a general order or directive at the moment in the Treasury 
Board or Department of Finance suggesting that the Civil Service should be 


_kept static if possible or reduced; is any attempt being made to get it down more 


in line with present needs?—A. There is, sir. The Treasury Board does not 
issue @ sort of ceiling figure for the whole of the Civil Service because it is 
impossible to take into account so many of the various circumstances in different 


_ departments. The Board first considers this where they scrutinize the ‘estimates. 


We check very carefully all staff requirements to see what is involved. Also 
in recent years we have been attempting to reduce salary costs by introducing 
more efficient methods of getting work done, which is really one of the most 
constructive ways of securing economy. For that purpose, as you may have 
noticed in recent years, provision has been made in the estimates of the Civil 
Service for staff on what we call organization and methods work. They are 
a sort of consulting unit which can be called in by the departments to assist 
them in re-organizing methods and in re-organizing various sections of the 
departments. The Treasury Board has encouraged the various units of govern- 
ment to make use of this sort of service and to carry out reviews of their 
operations in order to achieve greater efficiency. Quite a number of the depart- 
ments have made use of that service and that has resulted in securing increased 
efficiency. | 

@. There is one other point I would like to touch on, I think it is a fair 
one: has the Treasury Board given consideration to the appointment of a 
commission such as the Hoover Commission in the United States to make an 
investigation into every department to ascertain where savings could be made? 
Is that a fair question? 

The Vice-CHAIRMAN: Of course it is not a fair question. There is hardly 
a fair question put to this witness. It would be a fair question to put to the 
Prime Minister. You see there is a matter of policy involved. 

Mr. Tuatcuer: Is that a matter of policy? 

The Vick-CuatrMaAn: Of course it is a matter of government policy. It 
it not a matter for a departmental official to answer? 

Mr. Ricuarp: I would like to say this, that the. question put by Mr. 
Thatcher is a very important one because it relates to the administration of 
the Civil Service. I think the answer to Mr. Thatcher’s question should be 
this, that there is not much danger of putting a permanent employee out, except 
for cause. ; 

The Vicz-CHAIRMAN: Should I swear you before you give evidence? 

Mr. Ricuarp: Yes. I do not think that Mr. Bryce is any more competent 
a witness on that subject than I am. 

The Vick-CHAIRMAN: No. ' 

Mr. Ricwarp: I think we should send that matter to another committee. 

Mr. Srncuatr: The point Mr. Thatcher raised has to do with the difference 
between the dismissal of a permanent civil servant and a temporary civil 
servant. I understood the witness to say that there were considerably more 
temporary employees in the departments than there are permanent employees, 
and that most of the reductions of the staff have been made through the transfer 
or release of temporary employees. 

Mr. Ricuarp: But Mr. Thatcher’s question related to dismissals because 
of staff being superfluous or inefficient. 
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Mr. Srtncuatr: And one of the reasons for that statement I take it is 


because of the strict proportion maintained between the number of per- 


manent and temporary civil servants employed; and I understand that the — 


reason there are so many temporary employees—at least one of the reasons— 
is that they have to serve a certain probationary period before they can be 
made permanent. Is that not so? 

The Witness: Yes, the department has to be satisfied that the employee 
is going to be an efficient employee before he is recommended for permanent 
appointment. 

Mr. Sincuair: And there is a further point there as far as permanent 
employees are concerned, that if positions in the department become superfluous 
obviously the positions that become superfluous are not the permanent positions 
but rather those held by temporaries and they are the ones to be let go; isn’t that 
a fair statement? 

The Wirness: Yes, that is the usual practice, the temporary staff is 
expected to be the fluctuating staff. | 

Mr. MacponneLu: Mr. Chairman, I think we ought to be very thankful 
for the evidence that Mr. Sinclair has given. 

The VicE-CHAIRMAN: No, he asked a question. 


By Mr. Fraser: 

@. Mr. Thatcher asked if any investigation had been made in the depart- 
ments along certain lines and I would refer to page 119 of the estimates where 
you see there a director of Government Economies Control, and I see there is a 
Director of the Economie Policy Division; now, there seems to be within the 
Department of Finance a set-up to try to bring in economies in the different 


departments, or is that confined just to Finance?—A. Well sir, the Director of - 


Government Economies Control] is an officer who occupies an office which was 
establish during the war when special measures were taken to introduce special 
wartime economies in the use of stationery and office supplies, as you may recall, 
of one sort or another. His operations there were considered to be serving a 
useful purpose in securing special controls in that field, largely confined to 
printing, stationary and office supplies. -That office was continued after the 
war and finally the officer in question was transferred to the Department of 
Finance in the Treasury Board division to carry on his work. At that time he 
scrutinized the requests made by the departments for purposes in that particular 
field and his function was to examine those requisitions in an endeavour to see 
tha the type of supplies required conformed to the most economical purchasing 
plan available; and, secondly, to see that there is a good argument for each 


of the requisitions. ‘That related principally to requisitions on the King’s ~ 


Printer, and his duty was to scrutinize them and to see that there was a good 
argument for the various amounts that were requested. 

Q. Was that just in the Department of Finance or all departments?— 
A. He covered requisitions for all departments. 

Q. And he has quite a staff I assume?—A. Just himself and one or two 
assistants. 

Q. We have been talking about permanent and temporary employees, what 
is meant by casual and others?—-A. Casual employees are normally employed 
only for a few months. Originally under the Civil Service Act I think that was 
passed in 1918 or 1919 temporary employees were people who were hired for 
a few months but over the course of the years temporary employees came to be 
employed for a fairly long temporary period one normally extending beyond a 
few months and that is why we have now this class of casuals. 
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Q. There seem to be four groups because you have “‘casuals and others.” — 


A. Certain seasonal workers, for example, men who are hired for survey parties 


pune the summertime—where they. are hired for specific short periods of 
ime. 

Q. In External Affairs, they would not be casual there?—A. No, they might 
be casual employees. I do not know if that is abroad or home. 

The Vick-CHArrRMAN: Especially in Czechoslovakia, and so on; they might 
be said to be casual because they don’t know when they will get thrown out. 

Mr. JoHNSTON: Regarding temporary civil servants, I think Mr. Sinclair 
said a while ago that a temporary employee was just kept on to ascertain his 
suitability or efficiency looking toward his permanent appointment, and a good 
many employees are regarded as temporary although their employment may 
extend from one year to ten. Well, Mr. Chairman, if they are kept on there for 
ten years—I understand some have been in a temperary capacity for as much 
as twenty years—that certainly is not for the purposes of ascertaining their 
efficiency. And I understand that there are some departments where it is almost 
impossible to get rid of a permanent employee. 

The Vice-CHAIRMAN: Do you not mean temporary? 

Mr. Jounston: No, I mean permanent, and they have temporaries who 
have been on there as much as ten years or more and yet there is no question 
of their efficiency, it is not a case of probation to ascertain their efficiency; it 
is just impossible to get them placed; the only way they can be placed is when 
somebody retires or somebody dies. 

Mr. Srncuair: Mr. Chairman, on a point of order; I did not suggest that 
the temporary employee was lappointed solely for purposes of probation. 

Mr. Jounston: Well, Mr. Chairman, I thought that was what he said, that 
they were regarded as temporary until their efficiency had been ‘demonstrated. 

The Wirness: We were talking about temporary employees, there have 
been temporary employees who have been temporary for a good many years. 
A great many of them have been made permanent in recent years. We also 
have in the government service now a great many employees who were taken 
on during the war years in expectation that they would not be employed for 
long afterward ‘and they are still employed and still temporary in many cases. 

Mr. Tuarcuer: Is it not true that it is almost impossible to get rid of a 
permanent employee no matter how inefficient he may be? 

The Witness: I would say not. I think it is only the same sort of 
problem that you encounter in private business, that when an employee has 
been on your staff for many years you are reluctant to discharge him unless 
you have good cause for doing so. 

Mr. Jounston: The word “reluctant” may cover a lot. 

The Wirness: I think it is largely a human problem but in no sense a legal 
problem or one peculiar to government organizations as distinguished, from other 
organizations. 

Mr. Macponnetu: I want to ask a question which I think is purely a 
question 6f fact. Mr. Thatcher raised a series of questions about the way 
efficiency in the Civil Service could be improved. 

The Vicn-CHairMAN: All right, Mr. Macdonnell, go ahead. 


By Mr. Macdonnell: 

Q. Mr. Bryce, you are familiar with the fact that the Mainguy report 
made certain criticisms; do you happen to know whether those criticisms led 
to any shake-up in the government or the naval department?—A. [ am sorry, 
sir, I do not know that. 
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Q. Then, secondly, reference was made to getting in an efficiency expert 
to look things over, such ‘as the ones who were brought in in the case of the 
Film Board.—A. Yes, sir. 

Q. You know, as a matter of fact, of the results of their reports?—A. I have 


-. 
Ce 


had a detailed discussion with Mr. Irwin, the commissioner, with regard to the — 


changes that are being made as a consequence of that report both in regard to 
accounts and in regard to staff. 

Q. Has that report been published?—A. Yes sir, it was tabled in the 
House. 

Q. So would you say that the result of that report has brought about or 
will bring about changes in the Film Board—perhaps the question which I had 
in mind, to ask is really a matter.of policy and should be reserved. 


By Mr. Richard: 

Q. Is it not a fact, Mr. Bryce, that permanent civil servants are protected 
by the Civil Service Act and cannot be dismissed except for inefficiency, ill 
health, abolition of the position or misconduct?—A. I believe ithe legal position 
is that they can be dismissed at His Majesty’s pleasure. 

Q. I beg to disagree with you on that; that is in the Civil Service Act, 
that permanent employees can only be dismissed for cause. Now, another 
point is this: is it not also a fact that the reason we have so many employees 
whom we cannot dismiss is because of the fact that 30 to 40 per cent of the 
employees in every department only are temporary?—A. It is not as high as 
that in all cases. 

Q. But there is a quota, isn’t there?—-A. There are normally quotas of 
permanent and temporary employees established by the Treasury Board so that 


there will normally be a margin of temporary employees serving as a fluctuating © 


staff. That is one of the main purposes of having quotas, proportions or 
numbers of permanent and temporary employees. 

Q. Isn’t it also a fact that there is an order in council which prevents 
temporary employees, even if they have been temporary for ten years, from 
becoming permanent because they have no overseas standing?—A. I think 
it is rather this, that the overseas preference under the Civil Service Act gives 
them a preference on the eligible list from which permanent appointments are 
made. 

Q. Is it not a fact that you cannot make a person permanent until that 
order in council is rescinded? It is not a question of practice—A. No sir, the 
order in council to which you refer—I do not believe it is strictly speaking an 
order in council, I think it is the policy of the government or the Treasury 
Board, and the Civil Service Commission—it is really intended to provide for 
the appointment of a temporary to a permanent position where no one with 
the veteran qualification is available on the eligible list; in other words they 
are not eligible for appointment unless they have competed against veterans 
and they are on the eligible list and their name is reached for appointment 
from that eligible list. 

Q. Do you know of any cases where temporary employees without over- 
seas service qualifications have been made permanent?—-A. Yes, a great many 
of them who come under the general policy I mentioned can be ‘and have been 
made permanent, as long as they have qualified for permanent appointment 
by competition in which veterans have been able to compete. 


Mr. Macponnetu: I do not imagine, Mr. Chairman, it would be proper 
to ask Mr. Bryce to deal with the report on the Film Board, but I do suggest 
that it would be a proper matter for the steering committee to consider, and 
whether we should not have Mr. Irwin come before this committee and let us 
see what actually has happened there. 
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_ The Vice-CuHairMan: I will see that the steering committee deals with 
that matter. 


By Mr. Thatcher: 
Q. I would like to pursue for a moment the line of questioning begun by 


Mr. Richard. I am not yeti clear as to the exact procedure that goes into 


effect to dismiss a permanent employee. Is it the Civil Service Commission 
who takes the matter in hand; or, just how is it done?—A. It would be the 
deputy head of the department or the officer authorized by him to deal with 
the matter, and a recommendation would be made to the Governor in Council 
which would normally go through the Treasury Board and would be acted on 
by the Board. 

Q. You say it normally would go through the Treasury Board?—A. Yes. 

_Q. Would it be too much trouble—if it is I would not ask it—to give us 
a list of the number of employees in the past year who have been dismissed 
for inefficiency or similar cause, and also indicate of those the number who 
were permanent and the number who were temporary.—A. I think I could give 
you the number of permanent employees. It might be a little more difficult 
to get it in complete detail with regard to the temporary employees because 
there are a great many taken on for temporary work and it is sometimes hard 
to say just when that temporary work is finished. 

Mr. GauTuier: You want just the number? 


_Mr. TuatcHer: Yes. I am still concerned with what Mr. Richard said 
because it does not just seem to gibe with what you have told.us and I would 
like to know which is right. I think you said that a permanent civil servant 
who is not needed or who is imefficient can be dismissed while Mr. Richard 
says that he cannot be dismissed. Which is right? Can he or can?t he, that 
is the question. 


The Vick-CHAIRMAN: Mr. Thatcher, did not Mr. Bryce give it as his 
opinion— 


Mr. THarcHer: —that he could be. 


The Vice-CHarIrRMAN: He said he is there at the pleasure of His Majesty. 
Those were his words. 


Mr. Ricuarp: Then, Mr. Chairman, I would refer you to the Civil 
Service Act. I was quoting from the Civil Service Act which gives the reasons 
for which a permanent employee may be dismissed—inefficiency, misconduct, 
ill health, or the abolition of the job. 


The Vick-CHarrMaNn: Well now, let us go back to this memorandum. 
We seem to be getting away from the original question. Are there any more 
questions which any member would like to ask with regard to section 9? 


By Mr. Wright: 

Q. I understood Mr. Bryce to say that temporary assistants were all hired 
through the Civil Service Commission, that they cannot be hired without an 
application through the Civil Service Commission?—A. It is not all through the 
Civil Service Commission, sir; there are certain statutes that permit employees 
being appointed by the minister concerned or by the Governor in Council; 
for example, the Film Board employees who were mentioned here a while ago, 
the Film Board appoints most of its employees without going to the Civil Service 
Commission because it is permitted by statute to do so, and the same 1s true 
of quite a number of government agencies. T his also applies to appointments 
made at prevailing rates, that is where people work for wages. — Otherwise, the - 
normal procedure is to have the appointment made by the Civil Service Com- 


mission. There are quite a number of agencies of that kind, for instance there 
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is the staff of the Prairie Farm Rehabilitation Administration and the Prairie — 
Farm Assistance Act, and other agencies of that kind which, under the statutes  — 
relating to them, can hire their staff otherwise than through the Civil Service — 
Commission. 

Q. Does that apply to departments such as the Department of Agriculture 
for temporary assistants here in Ottawa such as in the Publications Branch 
or the Information Service or in other branches of the Department of Agricul- 
ture; or, are all the temporary assistants in that department hired through 
the ‘Civil Service Commission?—A. In the great majority of cases, sir; there 
are one or two situations I believe in respect to appointments where authority 
is given to hire, to pay salaries for persons hired outside of the Civil Service 
Act; for instance there are those mentioned in the estimates at vote 29 where 
you will see a small vote that permits that; but with those minor exceptions 
and things such as the Prairie Farm Rehabilitation Act and the Prairie Farm 
Assistance Act, and employees of special agencies of that. kind, the rest are 
all under the Civil Service Commission. | | 

Q. And those under the Prairie Farm Assistance Act and the Prairie Farm 
Rehabilitation Act, those employees are not hired through the Civil Service 
Commission?—A. I believe the statute related gives them the authority to 
make their own appointments. 

Q. Well then how would you get the difference between temporary, casual 
and others, where is the line drawn, what is the dividing line?—A. Basically 
it is in the estimates we set that dividing line. Temporary assistants are those 
whom we speak of as being kept on but whose employment is not of continuing 
indeterminate duration while the casuals and others are the ones we expect 
to be hired for a portion of the year for short term requirements. 

Q. Is there any particular reason why employees under the Prairie Farm 
Rehabilitation Act and the Prairie Farm Assistance Act should not be ae 
through the Civil Service Commission?—A. Well, sir, I think that 1s a ques- 
tion which should be directed to representatives of the Department of Agricul- 
ture rather than to me. 


Mr. Macponneiu: I would like to say that I think it was three years 
ago I tried to get that information from the Bureau of Statistics and with all 
their great ability they were not able to give me the figures regarding the number 
of employees in the government services; in fact they really could not do it 
because there were so many categories. I wanted to get it for mv budget 
speech and it was most extraordinarily difficult. I did raise the question as to 
why there were such a number of categories with all the different qualifications 
and different methods of appointment—it is almost as bad as a jigsaw puzzle 
and it stumped even an efficient body like the Dominion Bureau of Statistics. 


The Vick-CHAIRMAN: I sent over a question to the Bureau about two weeks 
ago and I got the answer to my question in about two days. 


By Mr. Browne: 

(). Could we have an answer to that question for the record—the number 
of permanent and temporary and casual employees for let us say the year 
1949-1950?—A. Would you like to have that as of some particular date? 

Q. Is it made as of dates?—A. Yes. | 
. @. Well, then, let us say the first of April—aA. Or the 31st of March, 
normal statistics are supplied for that date. 

Q. That will be all right. 


By Mr. Helme: 


Q. I understand that the departments are only allowed so many perma- 
nent employees, is that right?—A. Yes sir, normally there is a relationship 
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4 between the number of permanent and the number of temporary employees 
and in authorizing or creating permanent positions we try to keep within the 
- proportions set. 


_Q. What gives a person the right to permanent Uno inprcnt? I know of a 
een lat case which has been giving me some concern. It was the case of a 
chap who was appointed temporarily in 1933 and continued temporary until 
1940 when he joined the army. When ‘he came back he qualified with very high 
marks for permanent appointment but he is still temporary, and I am told 


that until someone retires or leaves he will still be in a temporary position. 
I would think it would be reasonable to assume that a person who is qualified 


and has been in the department for seventeen years would by this time be 
eligible for appointment to some permanent position. 

The Vice-CHairMan: Apparently it is a very flexible rule. 

Mr. Heume: I think we should know just what they mean by temporary 
appointment and permanent appointment. 

Mr. Browne: But he has a pension, is that right? 

Mr. Heume: Yes, he has a pension and he is eligible for retirement leave 
but he has no superannuation rights. 

The Witness: Well, sir, in general the superannuation plan is restricted 
to permanent civil servants and is not open to temporary civil servants. There 
is @ provision in it which covers certain employees who are not civil servants 
in the ordinary sense, who are appointed for a term of years in a government 
agency. 

The Vick-CHarRMAN: Gentlemen, we are now on section 9, are there any 
other questions with respect to this memorandum? 

Mr. THatcHer: Yes, Mr. Chairman, on paragraph 9 I would lke to ask 


if there are any investigations being made with respect to other departments 


similar to the one which was made into Film Board. 


The Witness: There are a good many investigations being made by the 
unit to which I referred in the Civil Service Commission, and within departments 


_ they do conduct investigations themselves. 


Mr. MacponneLL: What departments are being investigated? 

The Wirness: I should not like to say in what units; for one thing I do 
not know in what units they are carrying on that work at present. In respect 
to our own department I think I may reasonably say that we have made use of 
this group in the Civil Service Commission to assist us in cutting down the cost 
of operations in the superannuation branch where we felt the operation could 
be made more efficient if we went into a detailed study with them and 
endeavoured to plan the use of modern methods and machinery, including 
calculation techniques and bookkeeping machines and things of that sort. 
That work has been in progress for some time and I think you will find some 
of the results reflected in the estimates; similarly we are using our own depart- 


mental officers to investigate the efficiency of the operations in our cheque 


adjustment branch in an endeavour to get greater economy. 

Mr. Tuatcuer: Where you find that you can release staff as a result of 
investigations of that kind what you do with them, do you put them in some 
other department? 

The Witness: We have had to cut down our staff. The superannuation 


- branch has just released some of its employees. 
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By Mr. Fraser: 


@. Might I ask one other question? Then, as far as you lane there is no | 
outside business firm which has come into any department other than the Film — 


Board to make a study of operations?—A. That has come in at any time in 
the past? 

‘©. Within the last year.—A. Well, sir, I am not so sure how far I should 
go there to say either yes or no. First of all I would be speaking from memory, 
and secondly I learn many things in my position that are the responsibility of 
other departments and for that reason I rather hesitate to say anything. 

Q. I appreciate that. 

Mr. Ricuarp: I think many of the questions we are putting to the witness 
are questions that it would be very nice to have the answers to, but I suggest 
that they are questions which should be directed to other officials. 

The Vicr-CHarrRMAN: Let us get back on the road again. 


Mr. Macponne.u: I think it would be very proper to get that very answer 
from somebody, as to whether in any other department anything similar to that 
is being done. 

The Vick-CHAIRMAN: Gentlemen, when we get down to the estimates we 
will have before us any officials this committee decide they want to hear and they 
will be available to answer for their department. Now, let us get on to this 
memorandum. 


Mr. MacponneELu: Just before we leave this memorandum, Mr. Chairman, 


you will recall that we were to get a statement from Mr. Bryce as to the capital — 


assets not shown as such, not in the government records at the moment—is that 
the proper way to put it? You remember. 

The Wirness: Yes sir, and I have written to all of those departments whom 
we thought would have any such assets and they are now making up a list, and 
I should say that it will take some time to get that information assembled. 
We will get that for you as quickly as possible. _ 


The Vick-CHAIRMAN: And there 1s another matter which has been out- 
standing, that 1s the question asked by Mr. Diefenbaker. That information will 
be available within a week and we will table it then. It will be much too 
large to put in the record but it will be available to members through the office 
of the clerk. That is the information with respect to travelling expenses. 


By Mr. Johnston: 


@. Let us refer to No. 10 on page 5. However, the part that I want to 
refer to 1s on page 6. Mr. Sellar was referring to items 531 “Treatment Services, 


$34,389,177; and item 532 Prosthetic Services, $983,450”. And in the next | 


paragraph he said: “Is the intent that, if and when vote 532 is spent no further 
patients may be accepted, or may they become a charge to vote 531?”—My 


question is: Is there any way in which the department can use the money in 


vote 531 for the purposes of vote 5322—A. No, sir. The description of these 
votes, as I said the other day, are really conventional to describe in a general 
way the purpose for which they exist. But in actual administration it is under- 
stood to what they apply, and vote 532 applies really to the manufacture of 
prosthetic appliances and certain related articles, while vote 531 is a large 
vote to look after the whole hospitalization and treatment services in general. 

@. I understood Mr. Sellar to say that there is a transfer between votes 


similar to that, where they can deduct money from one vote and use it in con- — 


nection with another, without getting a direction from the Treasury Board? 
—A. I do not believe, sir, there are any, except the few votes which I mentioned 
on an earlier occasion where specific provision is made in the vote to use them 
to supplement other votes, or for unforeseen purposes. 


ee 
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Q. But I think the inference which Mr. Sellar has drawn is that that 
practice is followed. : | 

The Vick-CuHarrMAN: Well, Mr. Johnston, the witness denies it. His 
answer is “no”. This witness says “no”. Can he say any more than that? 
There is a difference of opinion between what the witness says and what 
Mr. Sellar said, so that is that. 


By Mr. Johnston: 

Q. Maybe I misunderstood Mr. Sellar, but I thought it was quite clear 
at the time because I asked him to repeat it. But if the witness says definitely 
that that cannot be done, then, when Mr. Sellar comes back, we shall have to 
question him again on the matter—A. Our understanding is that there are 
certain employees whose salaries are charged to this vote for prosthetic services, 
and there are certain types of materials, supplies and equipment purchased for 
this particular service as required in that service, and they must be paid for out 
of the vote for that service rather than out of the vote for the treatment services, 
In some unusual cases it is hard to say whether they are for treatment services or 
for prosthetic services; so the question is: how clear a line can be drawn? And 
the comptroller of the treasury might be able to testify more accurately to that 


- than anyone else. 


By Mr. Browne: 

@. Does the witness know where these services are located?—A. I could 
not say., I beheve most of these prosthetic services would not be in hospitals. 
I beheve nearly all of the treatment services would however be in hospitals or 
regional offices. But someone from Veterans Affairs would have to testify 
as to that. 

The Vick-CHAIRMAN: We are still on this memorandum. 


Mr. Wricgut: Mr. Chairman, with respect to the gifts made by certain 
departments— 

The Vice-CHarrMAN: Mr. Taggart will be here as our next witness and 
he will deal with that matter. You brought it up last time. Mr. Taggart is 
by far the best man to deal with it. He will be our next witness after this 
witness finishes. It may not be today, but next day. 

Mr. Wricur: I think we should have Mr. Bryce’s opinion as to whether 
these gifts contravene parliamentary authority. 


The Vice-CHAIRMAN: Mr. Bryce is in no position to give us that opinion. 
He is here to give us facts, as far as possible. That question will go before 


the appropriate minister. It has already been dealt with once, and dealt 


within a very leisurely fashion. 


By Mr. Wright: 
Q. Has the Treasury been consulted in the making of these gifts?— 
A. Which gifts? 
Q. The gifts referred to in one of Mr. Sellar’s briefs. I think it was 
mentioned in the Public Accounts Committee Report Volume, in the brief 


‘ presented to the committee on Thursday, April 27—A.. Yes, sir. These 


are gifts of surplus supplies. The Department of Finance, or the Treasury 


~ Board would normally be consulted in respect to a large transaction of that 


kind either through it coming before the Treasury Board or before the Cabinet, 
when the Minister of Finance would be asked for his views on it. And in the 


: normal course of events, he would have consulted with his departmental officers. 


~Q. Would it apply to small amounts, or only to larger amounts?—A. That 


‘ is a question of what would go to the cabinet and what would not. IT would 
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have to be prepared to answer that question because I am not sure of the 
rule. But anything over a few thousand dollars would. 


The Vicn-CHarrMAN: Are there any further questions on this memo- 
randum of the 26th? If not— 


Mr. Browne: Has the witness given his opinions on the methods suggested 
by the auditor-general for drafting the estimates in the future? 


The Vicr-CHAIRMAN: The witness has given evidence on that point on 
two occasions. It is in the minutes. I was here when he was questioned on 
that point. Is there anything further, gentlemen, with respect to this witness? 
This brings us,—with the exception of the memorandum which Mr. Macdonnell 
has asked for, and which will take a few days or some time to prepare, and 
the other memorandum to which reference was made—this brings us to the 
point where we are finished with the witness who is now before us. 


By Mr. Johnston: 

Q. Over on page 7 Mr. Sellar gave a summary of a vote which he thought 
would be much more advantageous than giving the information and so on in 
the different groupings of this item. Do you think that would be a worth 
while change in the estimates?—A. Well, sir, on that point in regard to the 
wording in the vote, as I believe I said the other day, it would be possible 
to make the actual wording of the vote more precise, if parliament wishes to 
have it more precise. The wordings have been rather conventional in the 
past. However, in the suggestion about the explanation of the vote, he goes 
gn to speak about the explanatory texts in the details; and there, as I think I 
mentioned at one of the earlier meetings of the committee on this matter, the 
view of the government has been—and I believe it has been the general view 
in parliament in Canada for many years, that the minister responsible should 
make any explanations whether in writing or orally that are required in 
respect to any vote. 

Q. You mean in the House?—-A. Yes, sir. In some cases I believe they 
five certain material in writing; and in some cases—in most cases, orally. 
But I know it has been the view of the Minister of Finance, and it has been 
the\ practice for many years that the explanation of votes, which shade over 
into justification and which shade over into policy, should come from the 
minister concerned and should not be printed in the general documents sub- 
mitted. by the Minister of Finance on behalf of the government as a whole. 

(. I take it that you feel the way the estimates are compiled now is 
better than the suggestion which Mr. Sellar has given us?—A. In regard to — 
the wording of the vote itself, we have taken the view that the wording was — 
very largely just conventional description rather than precise legal description. 
But if you wish to have a more precise definition, that can be done if parlia- 
ment so desires. With regard to an explanation, it is really a question whether 
anything other than bare figures is more appropriately supplied by the minister 
responsible who must discuss it in the House. : 

Q. If we want it that way, we can have it. But that was not my question. 
My question was: Which do you think in your judgment is the better form? 

——A. On the wording of the vote itself, sir? 

Q. Yes, regrouping these items, for example?—A. On that I think we can 
consolidate some of the small votes. 

Q. To advantage?—A. To advantage. But I feel a grouping of some of © 
the other votes which Mr. Sellar suggests reduces quite substantially the basic 
control which parliament itself exercises over the purpose for which the 
expenditure is incurred. . 


/ 
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By the Vice-Chairman: 


| Q. Are you not saying in effect: that the more votes which are consolidated, 
the less information is available to parliament? Is it saying that the more 
votes we consolidate, the less opportunity there will be for parliament to gain 
information from the minister on the floor?—A. That is an additional point. 
The one I was making is: that the more you consolidate the less the decisions 
Dany as takes as to the direction of the expenditure. 
. I see. i 

Mr. Tuatcuer: It is hard to figure these estimates out; and if they were 
consolidated in this way, we could hardly find anything at all. | 

Mr. Macponneuu: It seems to be that we should get to the end of it. I 
was referring to the functional presentations which we have got here, and I 
mentioned particularly the Department of Transport where you get, perhaps, 
a dozen items under Telegraph and Telephones, totalling altogether something 
over $1 million. And I asked Mr. Bryce whether he thought the whole question 
could be better understood if we had the whole picture before us. I do not 
believe we reached a conclusion. I would like to ask this question: suppose 
you had those ten items, in one, the whole item of telegraphs and telephones, 
would you necessarily have less control because you had one item instead of 
ten? My own feeling is that if you do that, you could consider it and you 
would have a more intelligent approach to the thing and you would have not 
less control but more control. | 


The Vick-CHAIRMAN: Let-us have the question. 


The Witness: I think as far as the Treasury or the government through 
the Treasury Board having control over the department is concerned, they 
could have it in either case. But if you have more items, for instance—you 
mentioned the telegraph service and things of that sort—and if there are less 
votes and the votes are consolidated, it seems to me that the government would 
be allowed more latitude to direct expenditure within that vote for the various 
purposes covered by it than if there were half a dozen votes. 


By Mr. Macdonnell: 

@. Suppose you have those details as you have them now; my understand- 
ing of Mr. Sellar’s criticism was that we could still have plenty of details. But 
suppose you still have those bits and pieces as they are now amounting to an 
over-all figure to show what your whole communication within the Department 
of Transport is costing, together with some break-down of it, as you say, on 
a functional basis; I understand that hundreds of thousands of dollars of that 
figure as shown in the Department of Transport relate to air fields and so 
on?—A. Oh, perhaps I misunderstood you. Certainly as far as providing more 
information by cross-classification goes, I think we could assist parliament by 
giving it a cross-classification of types of expenditures, and in that sense it 
would improve parliamentary control. But I was thinking more of the legal 
control which parliament exercises through the vote under which the amount 
of the expenditure for a particular purpose is voted and is restricted to the 
amount provided. And my point was that the more votes which are consolidated 
as distinct from the details, the more votes are consolidated, the less parhament 
decides with respect to the direction of expenditures. 

Q. When you speak about votes being consolidated, why is there a great 
difference in the explanation of details in one department as contrasted to all 
others? Take the Department of National Defence on page 168, for example. 
In one short paragraph it covers the whole question whereas on page 119 it 
takes a whole page to do so. Compare page 119 with 168, for example?— 
A. I think it is true that, first of all, in the case of the National Defence 
Department the general categories are fewer than in any other case because, 
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as I explained earlier, we decided shortly after the war that the items would be 
erouped. As I indicated at the last meeting, after a discussion with the officers 
concerned and the minister of National Defence we feel that it will be possible 
to show defence items next year in a similar sort of break-down to that of 
other departments. My second main point is that the details of civil salaries 
and wages are not given.in items of defence as they are in most of the depart- 
ments? 

Q. All the other departments?—A. Yes. I do not know how much weight 
parliament attaches to getting all the details of the number of positions and 
the various salary rates. That was traditionally something which the House 
of Commons was interested in. But certainly we could eliminate a good deal 
of the bulk of the volume and devote it to other purposes if we cut down on 
details relating to salaries. 

Mr. Warren: I see that Mr. Johnston is sitting beside Mr. Bryce. I 
wonder if he knows how to build a $475 house? | 

Mr. JouHnston: But not the one you have in mind. 


Mr. Warren: You can come along and see it any time. 
The Vicr-CHAIRMAN: All right, Mr. Drew, if you please? - 


By Mr. Drew: 

Q. Now, Mr. Bryce, it seems to me that this is something about which we 
should be as clear as possible because I am under the impression that what 
we have just been discussing is the main point of Mr. Sellar’s argument as to 
the manner of presenting accounts in a way which would make it possible for 
the members really to recapture some authority over the estimates. As I read 
this—and you may correct me when I am finished if I am wrong— 

The Vick-CHAIRMAN: What is the page? 

Mr. Drew: On page 4 and on the succeeding pages, at the beginning of 
paragraph 8, Mr. Sellar is pointing out that a reduction in the number of 
estimates from approximately 600 to 200 would focus attention on particular 
subjects and would facilitate debate and give somewhat greater feeling of 
reality in regard to the subject matter. 

But what he then points out ‘at a later point in the memorandum is that 
this, of course, does not in any way affect the details to be given in a separate 
part at the end of the book, and that those details have no legal effect in 
dealing with the estimates, and that you deal with the votes at the front. 


My thought is this: if you have a simplification of the items in the’ 


presentation of the estimates on which we actually vote, and those details are 
carried out even more completely under those various items, while it is per- 
fectly true that we do not discuss each one of those items when the vote is 
called, nevertheless when that vote is called we have greater details with which 
we can discuss that vote, containing the factors which go into that single item. 
Carrying it forward, it seems to me that far from having lost control, you 
have even more complete control if you have fewer items and more details at 
the end. Because, although it is true that the details have no legal and binding 
effect on parliament, nevertheless they are shown, and they show what the 
details are which go to make up the total which we have to approve. And 
then it would be possible in a subsequent year to check with even more detail 
how the money has been used.—A. That may well be true. It is very difficult 
for Civil Servants to know whether a smaller number of votes with more 
detail is preferred by members of parliament, and whether they would find it 


more feasible to deal with the items more effectively. Naturally, those of us) 


who are dealing with all the estimates throughout the year are immersed in 
them, and I am not sure that we can reasonably pass judgment on what is the 
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most effective number of votes and size of votes for parliamentary purposes. 
It seemed to us that members of parliament are much better judges of it than 
we who are civil servants. 

Mr. TuHatcuer: Mr, Chairman, after what Mr. Drew has said I must say 
that the present way for the average back bencher is hard enough to figure out. 
If there were only 200 items, I am sure it would bea lot harder. And certainly 
I would be opposed to any method of cutting the estimates as Mr. Sellar 
suggested from 600 to 200. I cannot see how that would be a step forward 
at all. | 

The Vick-CHarrMAN: That is a matter of argument. This completes, I 
believe, Mr. Bryce’s evidence with respect to the memorandum now before us 
and if there are no further questions, Mr. Bryce may be excused. I want to 
thank him on behalf of the committee. 


By Mr, Drew: 

Q. One of the points which Mr. Sellar made was in regard to legislating by 
the inclusion of an item in the estimates which was not in itself put forward 
under any statutory authority. He pointed out the practice that:had-developed. 
He does that in paragraph 17 on page 11 in “Vote Texts that Legislate’’. 

On that poimt I can recall a number of cases where quite substantial pay- 
ments were provided for last year that were not contemplated by any earlier 
estimate or by any statutory provision. I can remember particularly the provi- 
sion for the payment of certain obligations in connection with some boats that 
had been supphed to China under the Canadian Commercial Corporation, and 
other details at that time. Now the point I want to clear up in my mind is: 
if from time to time it does become necessary to provide money for something 
that was not covered by any existing statute, would it not be a relatively simple 
matter to have a clear indication in the presentation of the estimates that that 
_item is being dealt with in that way and not under some statutory provision?— 
A. I think it would be possible, and on the whole it is done in many cases. For 
example, look at vote 86 on page 13. 

Q. Of the estimates?—A. Of the estimates for this year and you will see 
in connection with the Comptroller of the Treasury: “....... to authorize pay- 
‘ment to Norman Bell of compensation at a rate equivalent to £4-10-0 per week 
in respect of injuries received while employed in the overseas office of the Comp- 
troller of the Treasury.” I think that is a case of a vote which legislates perhaps 
in Mr. Sellar’s sense. There is no Act of parhament otherwise authorizing this 
pavment. This former employee of the Comptroller’s office overseas was injured 
in his duties. He does not come under either the Canadian or the British Work- 
men’s Compensation Acts, so this is in effect legislation authorizing that 
payment, as a weekly payment to him. 

Q. I do not want to interrupt your train of thought, but I would point 
out,—before you leave this item, that while this amount is perhaps relatively 
small in itself and does not run into hundreds of thousands, or into millions of 
dollars as some of the other items have on certain occasions, that a layman 
reading this would not know whether these were authorized payments coming 
under a statute, or whether they called for approval under any statute at all— 
A. Would you like to see a more specific wording indicating that no other 
statutory provision for such payment exists? 

Q. What I am coming to is this: Mr. Sellar in his memorandum presents 
his point of view in a very realistic way. He refers to the fact that members 
are confronted with a series of items, and that unless there is a clarifying explana- 
tion, it is impossible for them to understand what lies behind a particular vote. 
If one were to act on this as an auditor, it would be necessary to follow back 
through and to find out under what statutory provision that particular item 
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comes; and before you could, as an auditor, pass on these accounts, you would 
have to find out where they were approved. It would seem to me reasonable 
that those who are not expert accountants, and who cannot be expert accountants 
—even if they are accountants sufficiently expert: to deal with items of this 
kind—it would seem to me that they have the right to assume without reference 
to the statute itself that these are actually covered by some statutory authority, 
unless there is a clear statement to the contrary. But if there is a clear 
statement to the contrary, or if there is an excluding statement which says this 
is not covered by a statute, then it does point out to them that there is a reason 
for them to inquire as to why it became necessary to make this special provision 
outside of arrangements already made by parliament. 

The Vick-CHAIRMAN: What is your suggestion? 

The Wirness: We have endeavoured in many cases to indicate where 
there is an Act authorizing payment. But I take it Mr. Drew’s question is as 
to whether it would seem desirable to make quite clear by some sign or some 
form of wording in each case where other statutory authority for the payment 
did not exist; for example, take the case in the Department of Transport, on 
page 64, vote 527, for the Canadian Maritime Commission: “To provide assist- 
ance for Canadian flag ocean shipping industry.” ‘There is no statute. This 
item in the estimates is an item authorizing the use of funds for that purpose. 


By Mr. Macdonnell: 


Q. Does that really give legislative authority for it, and that only?— 
A. Yes, sir, I believe that is the case. 


Mr. Drew: Here is the point exactly. I believe Mr. Bryce has given an 
explanation of exactly what I was trying to get in the case of Mr. Bell getting 
an allowance of £4-10-0 a week. That is very different from the case here. 
Here we have provision for $3 million to assist Canadian flag ocean shipping. 
To draw a comparison, you will find that in the case of assistance to food pur- 
chases of certain kinds a statute is placed before us under which the govern- 
ment has authority to finance money under certain terms. In this particular 
case $3 million is to be made available for Canadian flag ocean shipping, yet 
the only legislative authority for it is an item which contains these few words: 
ro provide assistance for Canadian flag ocean shipping INdUSLTV/ ae 2 peal Ears (6 


not think we should be legislating for a general provision involving $3 million 


in that many words with no more description afforded. And Mr. Bryce has 
explained that this is the only statutory authority there will be for this amount 
of money. 


Mr. Masor: But there was a motion to that effect made in the House 
- last year, was there not? 


The Vicr-CHAIRMAN: No. There was a lengthy statement made by the 
Prime Minister when he reviewed the question of ocean going vessels and he 
said that we would subsidize to the extent of $3 million, and that was the end 
of it. That statement was made, and it is a matter of record. And then this 
followed. 

Mr. Drew: That is right. The Chairman has explained the sequence of 
events. It was at a time when concern was being expressed about Canadian 
flag shipping and the Prime Minister made an announcement in the House that 
provision of this kind would be made. But there is no ieeialation covering it. 

The Vick-CHAIRMAN: You are quite right. 


Mr. Drew: And the only authority there will be for the advancement of 
that money, and the only guiding direction there will be, is contained in these 
few words which are covered as a single item. It seems to me that in a case 
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of this kind there should be some way in which we could very clearly see 
that this is the only authority, and it would be an appropriate point at which 
to point out exactly what the provisions are which apply. 

The Vicr-CHatrmMan: I do not think the committee disagrees with you 
at all with respect to that, nor with respect to a similar item. But would not 
that be a matter we could put into our report? 

Mr. Drew: You could put in a figure giving some clarification in addition 
which would indicate to the members what this kind of an item was. 

The Witness: That this was the only legislative authority for such a 
payment? 

The Vicz-CHatrMAN: I think Mr. Drew has a point which needs con- 
sideration and I shall ask the secretary to make a note of it and to bring it up 


at the appropriate time for discussion. I think that something needs to be 
done. 


By Mr. Macdonnell: se 
| Q. I would like Mr. Bryce to say, if he can, if there is any limit to it? 
I mean are we really, in every one of these items, are we, so to speak, passing 
a statute, or is there any limit to it? The particular case we have had before 
us was cushioned by the fact there was an announcement. made in the House. 
There was a little difference there because a year ago, the Prime Minister made 
certain remarks—whether there is a statutory authority or not—he said it. 
If we pass this, would not that settle it? Is there really no limit of any kind 
to a department coming in and asking for authority, and not just saving: 
all right, if it 1s passed, it is passed——A. The reason I hesitate to answer this 
question categorically is that many of the activities of the government are 
carried out under general statutes, the implementation of which depends upon 
the voting of funds in the estimates. So I rather hesitate. Before me I see 
the geological survey vote. I am not sure how far any statute lays down how 
far such funds can be used. But I think we would agree that that is a 
normally accepted function to be carried on if the vote is appropriate, for the 
expenditure required. 
Q. It is part of the ordinary business of the department?—A. Yes. And 
again there are various votes which are used in one way or another that are 


- not spelled out in detail. Take the Department of Fisheries for example. 


There is,a vote there for assisting in the construction of vessels of the dragger: 
and/or long liner types, subject to such terms and conditions as may be 
approved by the Governor in ‘Council. And I doubt if there is a specific 
statute providing for the terms and conditions there. I believe these are votes 
which have come up for some years and are now regarded as normal functions 
of the Department of Fisheries. I am not sure whether you would call a vote 
of that kind, one involving expenditures for which there is no other statutory 
- provision. That is why I hesitate to express a firm opinion. That is because 
_ there is a whole series of payments that are covered; one would be based on 
a statement of policy and another would be by tradition. 


By Mr. Drew: 
Q. Let us take page 63, item 509: “Contribution to the South Pacific 


_ Air Transport Council as Canada’s share towards the maintenance and opera- 
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tion of air transport facilities in the South Pacific.” Would that be covered 
‘by any statutory provision?—A. I doubt it, sir. 

Q. That is how it seemed to me, when I saw that item. Take an item 
like “Civil Aviation Services $7,708,041”. Would that be covered by statute? 
I am referring to vote 501?—-A. I would think it is covered by the statutes 
relating to the Department of Transport, which has authority to operate airways 
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and airports. But that is exactly the sort of problem I was speaking of. To what 
degree would you expect specific provision in statutes in carrying on the func- 
tions of making expenditures? Some of the statutes are in very general terms 
and depend for their implementation upon sums which are voted in the 
estimates. 

Q. I can see three distinct types of cases where these would come up. One 
is the case where a statute calls for a specific type of service which inevitably 
involves money, but where it would be impossible to say how much must be 
done before the payment would be made. Therefore, while there is a statutory 
obligation on which the government can act, there are many methods of 
computation which might result. Nevertheless there would be the statutory 
obligation. That is one case outside of the ordinary run. 

Then there would be another case where you would have created a general 
obligation by statute to perform certain functions which call for some agree- 
ment by which the financial, obhgation would be determined; and you would 
then have to determine what the amount would be. Then there is another 
case where there is no statutory provision made and that is the case where 
we should have a clear warning that we are not just passing on an amount 
that has been arrived at by the fulfilment of an obligation which parliament 
itself had created, but that there is a new allocation of money for which there 


is no authority. Would it be possible for you to have a list prepared to show. 


that type of item wherever it appears?—A. I would have to consult with the 
‘Department of Justice on the statutory authority that exists. If the com- 
mittee wishes us to attempt such a list. That is subject to the problem of 
trying to decide what general authority is concerned. 

(. My point is this: we have seen one case where $3 million is voted under 
no other authority than the wording of a vote itself; and another case of 
$112,000 on the page before where no other statutory authority obviously exists 
than the vote here. So I do not think the method of dealing with it should be 
so complicated that the only way you find them is first to find out the ones 
that are not by a general review of the statutes. Surely we should have a 
system under which those who are sitting in parliament can determine which 
votes they are called upon to vote and to create authority. We are legislating 
and we are allowing money, is not that so? And I think we should have a clear 
indication given to us where in addition to allowing money for a particular 
purpose we are also legislating. 

Mr. Macponnetu: And we have a fourth case where we legislate by a token 
dollar, and thereby throw the door wide open for the expenditures. 


The Vick-CuairMAN: That speaks for itself. The item is there and that is 
all there is at the moment. 


By Mr. Thatcher: 
Q. I am not quite clear on this. If parliament passes an item in the esti- 
mates, is that not sufficient authority for the passage of the money?—A, Well, in 


many of these cases the only action that the government takes is the payment of © 


the funds. 


Q. Yes—A. If the appropriation Act, with the item in the estimates included 


here, authorizes the payment of funds, that may be legislating in a sense that 


there is no other authority for making such payment in any other Act. For 
instance, if we compare the situation, let us say, in the case of the Pension Act — 


where that Act lays down all the situations and conditions and such under which 


pensions are payable, with the type of vote we were speaking of where there is ¥ 
no statute defining the terms and conditions; your Pension Act vote is subject to — 
the terms of the statute. But in the case of the Department of Transport vote, — 


it is not subject to the terms of a specific statute. 
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_ Q. What I do not understand is this: when parliament passes that $112,000 
item, can that money be legally spent, or does there have to be a statute behind 
it?—A. I think it could be legally spent all right. But Mr. Drew’s question was: 
Could parliament have some sign warning it that these are expenditures which 
will have authority by the item itself and which are not subject to any specific 
statute relating to them. 


The Vice-CuHairMan: If it were illegal, we would not do it. 


By Mr. Cavers: 


Q. Would there be any objection to prefacing the details of service as set 
out in the estimates with a functional summary perhaps? I mean a summary of 
the main objects. I think it has been referred to as a functional summary ?—A. 
Yes, by a summary such as Mr. Macdonnell was describing a little while ago. 
That could be done. And if the committee wishes that to be done, I know that 
Mr. Abbott would be quite prepared to have it in the estimates for next year. 


By Mr. Wright: 

Q. I want to ask Mr. Bryce how the Auditor General would know whether 
the vote gave the authority or whether legislation was required? How does he 
know that it was spent for the purpose for which it was voted when there is so 
little detail as to what the expenditure is for. I cannot see how the Auditor 
General can determine the legality of expenditures of money without more detail 
covering them. How does the Auditor General in a case like that know what 
it is for?—A. You mean in the case of a contribution to the South Pacific Air 
Transport Council? 

Q. Yes.—A. He would simply have to satisfy himself that the payments 
made were made to the South Pacific Air Transport Couricil and that it was pay- 
ment of Canada’s share towards the maintenance and operation of those air 
transport facilities in the South Pacific. There were no other conditions laid down 
by parliament other than those in the general statutes such as the Consolidated 
Revenue and Audit Act which apply to all expenditures. 

Q. It seems to me there would be quite a bit of difficulty in a vote of this 
kind in determining the legality of some of the expenditure. 

Mr. Jounstron: I understood the Auditor General to say the other day that 
that is the way it was, that every time there was a vote he had to look it up and 
see if there was proper authority behind it. 

The Vick-CHaIRMAN: Of course, the fact that parliament passed the esti- 
mates 1s authority for the Auditor General. 

Mr. Drew: That is exactly the danger point, what I am getting at is this. 
For the purpose of defining things one way or the other and so as to clarify my 
own thinking on it, the situation is this; that in the ordinary course of events 
when we see the estimates here we assume that the money set out is the money 
required to carry out obligations that have been created by law by parhament 
itself and that applies in the light of a great majority of items. In this case where 
the vote is passed it then becomes law. We should certainly know if we are both 
legislating and providing money at the same time. What I am pointing out 1s: 
here is one item where we voted $1 million—and another item next to it, Just 
before it, of $112,000—which could only become legally authorized by the fact 
that we passed the vote. My thought is that we should know when we are legis- 
lating, and then we would be able to obtain such explanations and such assur- 
ances as would appropriately safeguard the expenditure of that money. I think 
you will agree, Mr. Bryce, that it does constitute an entirely different responsi- 
bility on the part of parliament when you deal with items of that kind than when 
you deal with @n item that is controlled by the authority of parliament. Is that 
not so? 


‘ 
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The Witness: I would agree that where parliament has already laid down 


detailed determining conditions as to the amount that can be expended there is. 


less need for parliament to enquire on the estimates about the necessity of cover- 
ing it with terms and conditions which will ensure complete control. 


Mr. Gauruigr: Is there any objection to indicating in votes of this kind. 


whether there is any statutory authority for them? 

The Wirnsss:The only difficulty I see there is that there may be degrees 
rather than just a clear cut yes or no. For example, a statute relating to a depart- 
ment may authorize it to carry on in very general terms certain activities; would 
you regard that then as sufficient legislative authority for making the payments; 


whereas in other cases a statute may state in great detail the conditions under: 


which the money may be paid; so it is a question of how much control any 
statute exercised over payments. 

Mr. Drew: So that we may have a clear understanding of the matter, would 
it be possible for you to prepare a list which would show those items in these 
estimates for the coming year which gain legal authority by the vote itself? 

The Witness: I think so, sir; we will try to do that if the committee wishes. 

The Vicr-CHAIRMAN: Yes, the committee wishes it. The committee 1s very 
ae in that. The committee wishes that. How long would it take you to do 
that! 

The Wirnsss: It will take some days. 

The Vicr-CHAIRMAN: Well, we are going to be here some days. 


Gentlemen, that completes Mr. Bryce’s evidence in respect to this memoran-. 
dum. We still have to get from ‘him the information requested by Mr. Macdonnell,. 


Mr. Drew and Mr. Diefenbaker. 
I would like to express to Mr. Bryce on behalf of the committee our thanks 


for his coming here and for the very able and efficient manner in which he has. 
answered the multitude of questions which have been put to him in a most. 


interesting and capable manner. Thank you very much Mr. Bryce. 


—The committee adjourned. 
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APPENDIX A 
9. Telephones, Telegrams and Postages—National Revenue. 


_ The amount under this classification for National Revenue is made up as 
follows: | 
1950-51 1949-50 Increase Decrease 


; aN, $ $ $ $ 
Customs and Excise Division— 
General Administration— 
@elepnones’and ‘Telegrams yet h a ee 8,000 8,000 — -— 
Inspection, Invention and Audit Services— 
Telephones and Telegrams .................. 5,850 5.850 — — 
- Ports, Outports and Preventive Stations— 
Velegrams.and Telephones ..2%. .... 0. 2<fr. 0s 66,000 55,000 11,000 —- 
BS os Fur ae Se Epa ge ee Se PAN OE ras ie Pee ny Soa 90,000 90,000 .— — 
Taxation Division— 
General Administration— 
Telephones and Telegrams (0.6.0.0 605 07a 10,000 15,000 a 5,000 
District Offices— 
Telephones and Telegrams ................ 110,000 150,000 — 40,000 
De MN i Bara aha ae bie eek ane ALS ao hea MS ol 700,000 600,000 100,000 — 
Income Tax Appeal Board— 
Telephones and Telegrams ..............000- 300 *300 — a 
vate 990,150 924,150 66,000 _- 
*Not detail. in Estimates for 1949-50 ....... 0.00000 — 300 300 = 


990,150 923,850 66,300 


: The increases are to provide for: 
Customs and Excise— 
Ports, Outports and Preventive Stations— 
Telegrams and Telephones— 
Increase of $11,000 is due to an advance in rental rates by independent telephone com- 
panies (other than the Bell Company) of approximately 20%. 
Income Tax—District Offices—Postage 


Of the increase of $100,000 an amount of $75,000 is to bring the estimate more in line 
with actual expenditure and the balance of $25,000 is to provide for accelerated follow-up 
on delinquent persons and other actions requiring the use of the mails. 
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APPENDIX B 


9. Telephones, Telegrams and Postage—Finance 


The provision for “Telephone Service at Ottawa for all Departments” 
amounting to $415,000 was inadvertently omitted from the amount shown for 
Finance in the ceneral summary for 1949-50 and was included instead in item 


30, “All Other “Expenditures”, 


When this is added to the 1949-50 figure of $1,124,250 the amount becomes 
$1,539,250. The comparison with the 1950-51 Estimate then shows an increase 
for that year over 1949-50 of $100,650 and the details are: 


Comptroller of the Treasury— 
Postage— 


Family Allowance Cheques .......... 


Registration of Income Tax 


Retundy Gnedues s 2) cun-aeos tees 


Farmers’ Creditors Arrangement Act— 


PORU ACE ES 1 atk Elche Buy ate TRG yor a etad mieeederconene 
Telephones .and) Telegrams | 0s ie.8) fe 


Foreign Exchange Control Board— 


Telephones: and Telegrams 9.025). 552%. 


Tariff Board— 


Télephones and) Teleprams v4 oi. ee.) a ae 


Wartime Prices and Trade Board— 


Pele phones Oren eis eee aa ae 
PelegVavisilenscies ee 2.x krecate wks by kate 
PSEA O irk a alive Gone Avec esaueeieutint une Ske Gas ee 


Telephone Service at Ottawa for all 


DeHanrmMentsy, sacle Sosteieveke Meats ee 


‘The increases are to provide for: 
Comptroller of the Treasury— 


1950-51 1949-50 Increase 
$ $ $ 
875,000 815,000 60,000 
260,000 200,000 60,000 

150 500 — 
250 250 —— 
32,000 32,000 — 
1,500 , 1,500 —— 
23,000 40,000 — 
3,000 10,000 /_ — 
30,000 25,000 5,000 
415,000 415,000 = 
1,639,900 1,539:250 100,650 


Decrease 


$ 


Postage—Family Allowance Cheques—The additional by A is required on account 
of the increase in the number of families in receipt of the allowance. 
Postage—Registration of Income Tax Refund Cheques—Due to the greater number 
of refund cheques to be sent out after March 31, 1950 as a result of the increase 
refunds would not be made 
until after the deadline at April 30 for payment of last year’s Income Tax. 


in the tax exemption on income last year. 


Wartime Prices and Trade Board— 


Many 


While there has been a net decrease of $19,000 under the general category of Telephones, 

Telegrams and Postage a decrease of $24,000 for Telephone and Telegrams #s offset 
This increase is considered 
necessary to provide for an anticipated increase in correspondence relating to rental 


to the extent of an increase of $5,000 for Postage. 


control matters. 
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MINUTES OF PROCEEDINGS 


THURSDAY, May 18, 1950. 


The Standing Committee on Public Accounts met at 4 o’clock p.m., the 
Chairman, Mr. L. Philippe Picard, presiding. 


Members present: Messrs. Ashbourne, Browne (St. John’s West), Cavers, 

' Croll, Drew, Fraser, Gauthier (Portneuf), Johnston, Kirk (Antigonish-Guys- 
borough), Langlois (Gaspé), Major, Kirk (Digby-Yarmouth), Picard, Richard 
(Ottawa East), Riley, Robinson, Thatcher, Thomas, Warren, Winkler, Wright. 


In attendance: Dr. J. G. Taggart, C.B.E., Deputy Minister of Agriculture; 
Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


The Committee proceeded to consideration of a memorandum received from 
Mr. Watson Sellar, Auditor General, and tabled on May 2, containing a draft of 
a possible revision in the form of the Estimates for the Department of 
Agriculture. 


Dr. Taggart was called, heard and questioned. 

Mr. Bryce was recalled and questioned. 

Mr. Hansell moved that the Committee sit until 6.10 o’clock p.m. 

And the question having been put on the said motion, it was negatived. 


At 6 o’clock p.m. the Committee adjourned until Monday, May 22, at 
4 o'clock p.m. 
A. L. BURGESS, 
Clerk of the Committee. 
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Cyovern ment. 
Publications 


MINUTES OF EVIDENCE 


Hovust oF CoMMONS, 
Thursday, May 18, 1950. 


The Standing Committee on Public Accounts met this day at 4.00 p.m. 
The Chairman, Mr. L. Philippe Picard, presided. 


The CuatrMan: Gentlemen, on the 28th of April, Mr. Watson Sellar, during | 
the course of his presentation of a memorandum to the committee, raised the 
question of the number of items in the estimates as well as the printed details 
of the estimates, and indicated that the number of items should be reduced. 
During the course of the discussion that followed, Mr. Browne asked Mr. Sellar 
if he could give an example, by using Agriculture, to show how his suggestions 
could be implemented, and later on Mr. Johnston, on page 81, asked ‘I wonder 
if Mr. Sellar could take up the Department of Agriculture, for example, . . . 
and present to us his suggestions in the matter so that we would have something 
concrete to go on and we would be able to compare it with the estimates 
which are before us. J think that would be greatly to our advantage.” To which 
the chairman replied: “That is a fair proposal.” 

Then Mr. Sellar presented a brief on the 2nd of May of which all the 
members have had a copy and which was discussed fully on the same day 
before this committee. 


Mr. Drew: That is the one that starts ‘Near the close of the committee?” 


The CHatrmMan: That is right. 

It was suggested during the course of the examination of the memorandum 
that we should call before us the Deputy Minister of Agriculture, Mr. Taggart, 
to give his views on the memorandum submitted on May 2nd by Mr. Sellar 
on the estimates of the Department of Agriculture. The discussion, therefore, 
today is on that memorandum. Before we open the period of questioning I 
am wondering if Mr. Taggart has any remarks with which he wants to preface 
our own suggestions or our own questions. 


Mr. Tuatcuer: Just on a point of information, Mr. Chairman, do I take 
it that today we can ask questions of Mr. Taggart on this particular memor- 
andum? 

The CHAIRMAN: On this particular memorandum and on how to word 
the estimates of the Department of Agriculture as suggested by Mr. Sellar. 

Mr. TuatcHer: And we can ask him on details on this memorandum? 

The CuarrMAN: You can ask for all the details you want but not the 
details of the public accounts of Agriculture. 

Mr. Fraser: But anything on estimates, Mr. Chairman? 

The Cuairman: Anything on how to word the estimates, how to pool 
them, leave them as they are, or unite them in a smaller number of items, as 
suggested in the memorandum which you all have before you. 


Mr. Fraser: Yes, I know, but what I am getting at is this, and I think 


: Mr. Thatcher is right—suppose when we come to item No. 2 on page 2 and 


we want to ask some questions on information services, what it covers, et— 


cetera,, are we allowed to do that? 
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The CHatRMAN: What it covers, yes, in order to give you an idea whether 
it should be improved or not. You may ask what it is, but you cannot go 
into the detailed expenditures of that vote because that would be a question 
of public accounts. 


Mr. Lancuois: Since we were a little confused the last time we studied 
such a proposal as this one, I would like it to be made clear at the very 
beginning what these figures represent here. Are they estimates or are they 
actual expenditures? 

The Cuatrman: No, they are estimates of the Department of Agriculture 
which Mr. Sellar suggested in the future should be pooled in twenty items 
instead of forty-five. 

Mr. Lanecuois: For what year are they? 

The CuHarrMAN: It should. state on the memorandum. 

Mr. Fraser: ‘This is for this year. 


The CHamrMAN: These are the estimates that are presently before the 
House. 


Mr. THatcuer: Mr. Chairman, just one observation: When Mr. Sellar 
was here you told us there were certain questions that we could ask Mr. Taggart 
and now that we have— 


The CHatrMAN: Have I been so unfair up to now? The only thing is 
that I would like to restrict the work of this committee to what it has decided 
itself it should do, and I do not want to go on and make a speech again. 
We are on a memorandum on how to deal with estimates, on how best to 
present them to the House in order that parliamentary control should become 
better, 1f possible. It is not a review of the public accounts. It is the study 
of a new method of presenting estimates, or improving the whole system of 
presenting estimates. All questions, as Mr. Fraser asked a moment ago, as 
to what is this and that, and going into details of whether it should come 
within one heading or another are perfectly in order. But a question as to 
whether they need three experts in the Department of Botany and Plant 
Pathology is not in order because that is not a question of principle dealing 
with estimates at the moment. If we are to accomplish everything we have 
to do, let us get through with the first item of business first. . 

Mr. Drew: If we are to accomplish anything we had better start asking _ 
questions. 

The CuHairMAN: If I had not said what I did we would have had what we 
had in other meetings on the part of some of the members. 


Mr. AsHBouRNE: As I view it, I think the matter before the committee 


today is to find out whether or not the views of the witness compare favour- _ 


ably with those of the Auditor General, and if not, to what extent could the 
method of presentation be further improved. 

The CHarrmMAan: That is right; perfect. ; 

Mr. Fraser: Well, now, just a minute, Mr. Chairman, before you start 
on this. After we clean up Mr. Sellar’s memorandum, then will we i 
Mr. Taggart before us to go into these items? 

The CHatrMAN: Into which items? 

Mr. Fraser: Anything in the estimates or public accounts. 


The CHAIRMAN: We will finish with the question of Mr. Sellar’s memor- 
andum and Mr. Sellar’s report before we deal with any other question. Once 
we are through with the different memoranda submitted by Mr. Sellar, we 
will have to finish dealing with the review of the Auditor General of which we _ 
have considered only about one-third of the items of his report. However, we 
must get on with the first order of business before we take the second. 
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Mr. Fraser: When we get to public accounts we want to have Mr. Taggart 
before us. 

The CuarrMan: Yes, if we wish to go into the Department of Agriculture; 
or the steering committee may want to take another department. I do not think 
that even in a full year we could take all the departments. However, when I am 
through with speaking and you with asking questions, we will be able to go on. 


Dr. J. C. Taggart, C.B.E., Deputy Minister of Agriculture, called: 


The Witness: Mr. Chairman, this is the first time to my knowledge that 
the guinea pig ‘has been asked to express his views about the experiments that are 
being performed on him. Perhaps I can contribute most to the work of the 
committee by submitting a brief statement that I prepared commenting on the 
Auditor General’s suggestions. If this is agreeable, sir, you can take this 
document and have it circulated among the committee. 

The CuarrMan: I think it might be in order if the witness read his statement 
and after reading it, it will be for the members to ask any questions they want. 
I think the brief should be passed around to all the members. 

Agreed. 

Mr. Fraser: Just wait until we get these copies, Dr. Taggart. 

The Wirness: Mr. Chairman, broadly speaking, present practice is to 
relate estimates to departmental organization. The Auditor General suggests 
that votes should be related to legislative authority and that certain expenditures, 
“Acquisition or Construction of Buildings” for example, should be shown separ- 
ately. The Auditor General also suggests that additional detail be shown under 
“Details of Services”. This summary of the Auditor General’s suggestions is 
not intended to be complete but merely illustrative. 

Since the purpose in view is to enable Parliament to understand and pass 
judgment on proposed expenditures, it seems to me that presentation of esti- 
mates in accordance with departmental organization and functions should 
present a clearer picture than the alternative method suggested by the Auditor 
General. My reason for this view is that I believe members of Parliament are 
better acquainted with the departmental organization and functions than they 
are with its legislative background. I think this is also true of the public 
generally. 

This does not mean that certain votes could not be consolidated if con- 
solidation is desirable. For example, provision could be made for several types 
of agricultural research work under one vote instead of under several votes 
as is the practice at present. Other consolidations, such as the one suggested 
with respect to departmental administration, could be made, in part at least, 
without changing the general approach. a 

Some of the suggested consolidations appear undesirable: For example, 
the Auditor General suggests that Votes 39 and 40 (PF R.A, and Major 
Irrigation. . . ) be consolidated into one. There is a distinct difference between 
the two Votes, both in purpose and procedure. The most important activities 
under P.F.R.A. are small water developments and community pastures. Depend- 
ing on the nature of the season and a variety of other factors, 1t may be desir- 
able to emphasize one or the other of these two activities. On the other hand, 
once it has been decided to construct major irrigation projects, definite estimates 
are presented for those projects by name to cover work which it is expected 
ean be completed in the fiscal period. These facts make it appear desirable 
to continue with two votes. . 

Since in any event there will be substantial sums of money provided under 
certain votes, it would seem desirable to give more consideration to the amount 
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and kind of detail presented in the printed estimates. Mr. Bryce has pointed 


out that detail is now presented on what he calls a functional basis. ‘Consider- 
able detail as to salaries is given. Other classifications include travelling 
expenses, acquisition of equipment, supplies and material, freight, express and 
cartage, buildings and works, and a number of other, and usually less important, 
classifications. If this method of classification is continued, doubtless it could 
be made more detailed by including a larger number of more carefully selected 
classifications. Action in that direction, however, would increase the bulk of 
the book which probably would not be desirable. 

In the case of the Department of Agriculture I think the detail could be 
made much more useful if it were not necessary to stick rigidly to present rules 
which require the listing of employees according to Civil Service classification 
and salary rate. As an example of what I have in mind, I refer to the detail 
supporting Vote 17. This begins on page 83. Almost a whole page (part of 83 


and part of 84) is used to list the personnel of the Health of Animals Division. 


One line is used to list a typist, Grade 1, who received $1,820 in 1949-50 and is 
estimated to require $1,500 in 1950-51. In the same amount of space it could 
be set out that we estimated for 413 full-time veterinarians for 1949-50 and 
414 full-time veterinarians for 1950-51 at a cost of $1,865,945 and $1,622,190 
for salaries in the two years respectively. Other employees could be similarly 
grouped by broad classifications, such as “administrative”, “technical” and 
“clerical” officers. A few senior officers could be identified by departmental 
title and their salaries could be listed. I suggest the departmental title because 
it would be much more informative to members of Parliament than designa- 
tion by Civil Service grade and number. 

The condensation I have suggested would allow space in the book for a 
more comprehensive classification of expenditures for purposes other than 
salaries, 

An entirely different approach to the problem of classification of expendi- 
ture might be made. For example, instead of following the “functional” classifi- 
cation, the purposes of the proposed expenditure might be shown. ‘To: illustrate 
what I have in mind, I refer to the detail for Vote 10 (Agricultural Entomology) 
beginning on page 77. Research work in agricultural entomology is carried 
on in a central laboratory at Ottawa and at a number of branch and sub- 
laboratories in various parts of the country. In the central laboratory, funda- 
mental problems of general application are studied. In the branch and sub- 
laboratories main effort is devoted to regional and local problems. It would 
seem to me to be much more revealing to Parliament to have in the printed 
estimates a statement of the expected cost of operating an entomological labora- 
tory at Chatham, Ontario, for example, than to have the whole Entomological 
Service analysed on the basis of salaries, travelling expenses, freight and 
express, etc. 


It might not be possible to follow the classification I have suggested in all - 


Divisions. of the Department, but certainly with respect to experimental and 
research organizations it would seem much more informative to have at least 
major laboratcries and stations listed by name with an estimate of operating 
cost. 

In brief, it seems that the present method of detailing estimates tends to 
focus attention on the details of how the job is done rather than on what is to 
be done. Perhaps two books could be published classifying the expenditures 
by two different methods, but I hesitate to suggest this without first having 
had the idea fully examined by Mr. Bryce and his staff. 

The CHatrMAN: There might be two methods of approach for the examina- 
tion of Mr. Taggart. Are there members who would want to question him on 
this brief or are we going to take Mr. Sellar’s brief item by item and ask him 
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questions on that, whichever is most agreeable to the committee? Of course 
I am in the hands of the committee. The statement which he has just read to 
us covers the one submitted by Mr. Sellar, and it might be desirable first to go 
through the memorandum which he has submitted item by item. 


Mr. Drew: I think that referred, without following it in exact detail but in 
somewhat more simple form, to the views submitted by Mr. Sellar. I think 
probably it would be better if we were to take Mr. Sellar’s memorandum and 
discuss it with the witness. 

The Cuarrman: I thought that might be the method to follow; that we 
would question the witness on the items in Mr. Sellar’s submission starting 
there at the bottom of page 1, because most of the upper part is self-explanatory. 


By Mr. Drew: 

Q. Now, Mr. Taggart, I just want to clear up one point before referring 
to any of the details on the memorandum submitted by Mr. Sellar. You 
referred to Mr. Bryce’s statement, the detail. of which was presented on what 
he calls a functional basis. I understood that Mr. Bryce used the term 
“functional” in relation to the re-allocation of the items in the memorandum 
in which he grouped the various items in an entirely different way than that in 
which they are now presented to us. Is it your thought that he described the 
present system as being on a functional basis?—A. That is what I thought, 
but possibly I misunderstood it. 

@. That is just it, and we want to clear up any confusion in terms 
because if there is confusion in terms there I think it would be well to have that 


-cleared up so as to avoid any confusion in our discussion of the subject matter. 


What he was getting at there was the presentation of the estimates in summary 
form on what he called a functional basis, one which would group similar 
items for the respective department under one functional head. 4 

The CuarirRMAN: I remember that is exactly what Mr. Drew said, that this 
is a new suggestion for a new division of the estimates. 


By Mr. Drew: 

Q. I think what I did say was that he brought these together on the 
basis of function for each of the votes, on the basis of the function for which 
they were made rather than on the basis of separation by departments or by 
votes.—A. Yes. 

Q. And on page 2 of that memorandum of Mr. Sellar to which your 
memorandum refers you will see a suggestion there as to the way in which 
these items might be made out, and he suggests definitely that they might be 
consolidated under one heading. Now, you make certain comment in regard to 
that. You made one statement that it would increase the bulk of the book 
which probably would not be desirable; why do you think it would not be 
desirable?—A. That point is perhaps not a weighty one but it occurred to me 
that the greater the bulk the more difficulty a person has who wants to examine 
into the situation governing any particular matter. If the information can be 
condensed it would be helpful. I had in mind there particular details in respect 
to salaries and classifications of individual employees. You see, you could go 
to the detail section at the back of the estimates and get all the detailed 
information you wanted there. 

Q. Yes. Well, Mr. Taggart, in that respect there is of course a difference 
between the votes which are actually dealt with and the headings in the details 
of the estimates which are separate and merely for information and not actually 
dealt with by resolution in the House. As I understand Mr. Sellar’s recom- 
mendation it is that by reducing the grouping from let us say 600 to 200 it 
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would simplify the understanding of the type of thing but that we then could 
have a still better understanding from the details at the back of the estimates 
book where the type of item recommended by Mr. Sellar would be amplified and 
extended on what might be regarded as a rationalized basis; and when I use 
the term “rationalized” I mean by that there must be the same relationship 
between departments in respect to functional sections as has been pointed out 
by yourself; for instance, that a whole line or more than one line may relate 
to an item for a single employee at a low salary and another similar line might 
cover a whole branch with a large number of employees. As I understand 
your recommendation it would be that there should be some general system 
adopted in regard to condensation of detail and then the detail should be on a 
reasonably complete basis and sufficiently detailed so that when we vote on this 
item we would know what we are doing. Is that the way you would interpret 
his general recommendation?—A. Yes, I think that is correct as far as I 
understand it. But I gained the impression, perhaps I am wrong—I have 
‘not been able to attend the sittings of the committees or to read the evidence 
as completely as I would like to have — but I gained the impression that the 
consolidation suggested by Mr. Sellar of bringing the votes into line or into 
relation with the law, the legal background, would tend to divorce the vote 
so to speak from the departmental organization that carries on the work; and 
his interest appeared to me to be in having the vote made on a legal rather than 
a departmental organization basis, and that to conform to the legal basis 
they could be consolidated to a much greater extent than would be possible 
if they related to the functional, or departmental organization basis, and that 
as a result the members in the House will be able to follow the items more 
clearly. However, of course, that is a matter of opinion. 

. The only problem that seems to me immediately to suggest itself in 
that respect is this, that having regard to the different activities in the depart- 
ments there may be some difficulty in presenting accounts in relation to the 
departments structural organization and size. You will see in the memorandum 
which was prepared by Mr. Sellar that be proposes to consolidate the activities 
in all the different departments into a small number of items while at the same 
time giving comparisons for different years. That is a thing which I understood 
was meant as a type of functional basis in that case, and the idea was to present . 
these in that way on a uniform basis from year to year. I recognize, Mr. 
Taggart, that that 1s a matter of policy, but I was wondering whether from the 
point of view of dealing with this on a departmental basis you see any particular , 
difficulty in having the votes presented on this basis. 


The CHatrMAN: Are you speaking of Mr. Bryce’s suggestion of a functional 
division or Mr. Sellar’s suggestion of making consolidations of items? They are 
entirely different. 

Mr. Drew: They are to this extent: as I understood Mr. Bryce’s prepara- 
tion of the material, he followed an attempt to understand just what really would 
be the result of Mr. Sellar’s suggestion. 


The CuatrMAN: No. His memorandum was an answer to your suggestion 
to divide the votes on functional lines, which was not at all what Mr. Sellar 
advocated. 

Mr. Drew: I don’t want to confuse the witness. 


The CHAIRMAN: I may be the one confused, but I think the witness prepared 
his answer to apply to the brief submitted by Mr. Sellar, and in Mr. Sellar’s 
memorandum he dealt more particularly with the Department of Agriculture 
and suggested the consolidation of certain items for estimate purposes. The 
memorandum submitted by Mr. Bryce, to which you referred, you will recall 
was a memorandum prepared as a result of your own suggestion of a functional 
distribution of estimate material. The two things are entirely different. 
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By Mr. Langlois: 


Q. You have a suggestion here for the listing of employees according to 


_ Civil Service classification and salary range and you say that it is not uniform 


enough, and you suggest that it would be better to use the departmental title which 
is on a functional basis and to regroup the listing of the employees that way.— 
A. I had in mind there the present book which lists quite a number of employees, 
in many cases individuals, under one Civil Service classification. I thought 
it might be possible to group the employees with equally good effect in so far as 
information is concerned and then have available more space in your detail 
part of the book; for example, in our case the location and purposes of labor- 
atories and experimental stations and operating headings of that kind. 

Q. Mr. Taggart, suppose we adopted the suggestion that we follow the ~ 
departmental detail instead of the Civil Service classification rates, would not 
that be classifying these employees on a functional basis?—A. Oh yes, and that 
is how I interpret the suggested approach to a distribution of estimate items on 
a functional basis, as proposed by Mr. Bryce. 

Q. Then your suggestion would be that we might adopt Mr. Bryce’s 
suggestion in that respect?—A. Yes, but I think Mr. Bryce’s suggestion was 
really just an elaboration of the present method. 

Q. Yes, but it would still be on a functional basis? 


By Mr. Drew: 


Q. To get back directly to Mr. Sellar’s memorandum on page 2, you will 
see there, Mr. Tagagrt, that he refers to seven votes which he states might all 
be covered’ by one. These all refer to administration of different types, and 
then he suggests that instead of these separate votes covering different types of 
administration that there should be a single entry to provide for the general 
administration of the Department of Agriculture, with the proviso that charges 
should not exceed so many dollars, that the whole charge should not exceed so 


many dollars. Then he goes on to say that the details—that would be the details 


of each of the separate votes—will appear in the back of the book andi will give 
comparisons of costs in previous years, the salaries of the principal officers, the 
main object of the expenditure, and such other information as is necessary for a 
proper appreciation of the purpose of the vote. It seems to me that that was 
the point he was making, that a consolidation of items of a similar nature, as 
in this case, simplifies dealing with the accounts by grouping them under one 
vote, general administration, supplemented, of course, by complete detail in the 
back of the book. Do you see any difficulty in having the material submitted 
in that way?—A. I think his suggestion could be applied so far as I am aware 
to our department. It would be more a question of the desirability of doing it 
that way. ; ; 

Q. But you do not see any practical difficulty in that method of carrying 
on your accounts, or in respect to the ordinary internal practice of the depart- 
ment in relation to accounts of that kind, do yout—-A. I am not entirely sure of 
my ground because I am not completely familiar with the accounting methods 
which are done for us by the Treasury Department. But so far as administration 
is concerned, it is very desirable from our point of view to be able to allocate 
funds to particular units where there is an officer in charge and a more or less 
autonomous organization within the limits set by law and regulation. 

With respect to the Chatham laboratories for example, we want. to lump 
salaries, wages, travelling expenses and everything else that goes into the 
running of that laboratory so that we can know the cost of the operation and 
appraise the value of the result. We are not merely concerned about the distri- 
bution of cost among so-called functional classifications. _ pink 

Q. But if this method of bringing together one administrative item and 
giving the details were adopted, there would be nothing to prevent the details 
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of the Chatham laboratory being kept in your own books and then presented. 


in detail in the second part of the printed estimates?—A. I presume so. 
(). Then, at the bottom of page 2 of Mr. Sellar’s memorandum— 


The on tees We are on item 1 still. 
Mr. Drew: I am sorry. 


By Mr. Thatcher: 

. On page/1 I would like to ask Mr. Taggart about this item 42 in regard 
to the classification of employees. Could he tell me whether his department 
classifies P.F.R.A. employees as temporary employees?—A. Yes, temporary. 

Q@. Mr. Sellar goes on and says, two lines down from paragraph 42: 

Until repealed, it 1s assumed votes should set out a maximum which 
may be spent on paylist charges. For that reason only, the intent is that 
each text will include a maximum for paylist charges. 


May I take it from that that if the P.F.R.A. employees are temporary, then 
when we pass an expenditure for them in parliament, they would be limited 
to that amount? Is that correct?—A. I do not know if I can answer that question. 

Q. That. is the law,.is it not? That is the law according to what Mr. Sellar 

said: 
Until repealed, it is assumed votes should set out a maximum which 
may be spent on paylist charges. For that reason only, the intent is that 
each text will include a maximum for paylist charges. 


I think this is fairly important in setting out the classification of employees, 
and in order to seek information pertaining to this statement of Mr. Sellar I 
wonder if Mr. Taggart would turn to page A-31 of the Public Accounts which 
pertains to this point,—illustrating it. That is the regulation. If Mr. Sellar 
made a mistake, we don’t have to look it up. I do not understand Mr. Taggart’s 
expenditures on salaries and wages... I find it strange. Each year the estimate is 
passed by parhament. Let us take this $475,000 for these employees, which 
Mr. Sellar says was the pay list, and was a maximum, yet the expenditure was 
$936,000. odd. 

Mr. Fraser: What page is that on? 

Mr. TuHatcHer: Page A-31. 

The CHAIRMAN: Here we are again getting into Public Accounts. 


The WitNngEss: I am afraid I did not have the Public, Accounts before me | 


when the question was raised, so I do not think I have got the point. 


By Mr. Thatcher: 
Q. According to Mr. Sellar your temporary pay list is limited ie the vote 


of parliament. Why would your wages be almost double the figure voted by 


parliament? 

The CyatrMan: What is your reference? 

Mr. Tuatcuer: Page A-31. 

The CuarrMan: That is vote No. 30. Which line? Here it is: ‘Salaries 
and Wages; Estimates $475,054; allotments $939,054; and Expenditures 
$936,884.31. 

The Witness: I cannot. answer that question without going back to the 
records. 

By Mr. Thatcher: 

Q. I think this is a more important point than would appear on the surface 
because there it would seem that the Department of Agriculture has cut out 
certain construction and works and spent the money on salaries and travelling 
expenditures of the P.F.R.A. for that year which, according to Mr. Sellar’s 
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_ statement would not be according to its legislative powers. There may be some 


reason for it, and if so I would like to know what that reason is.—A. One reason 
which I can think of—whether it be right or not in this case I do not know—is 


the case of the St. Mary’s dam. I think there was a contract let, but the 


contractor at his request was relieved of the obligation of continuing with the 
construction and the work was undertaken by the department itself paying 
the wages and so on. | 

Q. This does not include the St. Mary’s dam project——A. The wages might 
be the means of acquiring the construction; the same thing would apply. 

Q. Excuse me, but that is not possible from the heading of vote No. 30 
because it specifies that it is excluded. My point in bringing this up is that 
apparently the department has spent, let us say, double the amount in salaries 
which parliament said it was able to do; and it seems to me that that is 
contrary to the law, if Mr. Sellar’s memorandum is correct. 

Mr. Lanetots: That is your interpretation. 

Mr. THatcuer: Well, you tell me if I am wrong. 


The CHarrMAN: Each day instead of following the memorandum we find 
ourselves going back to the Public Accounts. 


Mr. TuatcHer: I am on page 1. 


The CHairMAN: Yes, but your question deals with an item in the Public 
Accounts. Could you not word your question so that it will come within the 
memorandum we are dealing with? 


Mr. Laneuors: It was not a question at all. It was a statement. 


The CHatrMan: You asked me to be fair and to give you a chance. But 
for the last five or ten minutes you have been out of order in giving your 
opinicns and trying to get the witness to say something. 


_ By Mr. Thatcher: 
@. Keeping in mind Mr. Sellar’s statement: 
Until repealed, it is assumed votes should set out a maximum which 
may be spent on paylist charges. For that reason only, the intent is that 
each text will include a maximum for paylist charges. 


Could the witness not tell me why—if the pay list was fixed last year at 
$475,054—it jumped to $936,894.31?—A. In the first place, the pay list was 
not fixed at $475,054. 

Q. But is not that the Estimates Figure?—A. The P.F.R.A. vote was 
voted as one item,:as I recall it. It was not voted as Wages and Salaries 
and various other amounts. The P.F.R.A. vote was one vote; and in the 
money voted by parliament there was no distinction, as I recall it, between 
wages and salaries. 

Q. You mean you can juggle around with the figures? 


The CuarrmMan: Within a vote—and that has been by Mr. Sellar as well 
as by Mr. Bryce—not within a department, but within a vote; let us say 
vote X; you can deal with it in that vote, and if P.F.R.A. is one vote, then the 
amount voted here is $3 million; the estimates are $3 million, and the 
expenditures were $2,983,296.27 as reported. 

Mr. Lanauors: Mr. Thatcher has stopped-at the right place in his cita- 
tion of Mr. Sellar’s recommendation because in the next sentence Mr. Sellar 


adds: , 
On the other hand, by consolidating votes, the department should 
have more ‘elbow room’ to. cope with a situation should a_ necessity 
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So in Mr. Sellar’s opinion the department should be given more and more 
room; yet you claim they have too much room right now. 
Mr. TuHarcuer: I would like to pursue this matter and get an explanation 


of it because as I read these accounts there is something very funny about it; 
could I get it now or later? 


The CHAIRMAN: Perhaps we might ask Mr. Bryce if he can give us an 
explanation. I see that Mr. Bryce is here with us now. 

Mr. Bryce: Mr. Chairman, I think the explanation is that those items in 
the Public Accounts represent an allotment made within a vote, and they 
can be altered with the authority of the Treasury Board, that is, shifted from 
one allotment to another. | 

The CuairmMan: Within the same vote? 

Mr. Bryce: That is right, within the same vote. 


Mr. Fraser: The estimate on that was $475,054; the allotment was 
$939,054; yet the expenditure was $939,894.31. Now, would you mind explaining 
that? 


Mr. Bryce: You will note that some of the allotments—the first column 
which is headed ‘“Estimates’’. 


Mr, Fraser: That is what I meant; estimates, $475,054. 


Mr. Bryce: That is the initial way in which the total vote was divided. 
During the year the Treasury Board re-allotted it into allotments which are 
noted in the second column. 

Mr. Fraser: You say the Treasury Board did it? 


Mr. Bryce: Yes, but at the request of the Department of Agriculture. The 
Treasury Board would re-allot them, and then the column of expenditures shows 
what took place within those allotments. 

Mr. Fraser: The actual expenditures? 

Mr. Brycn: Yes, sir. 

Mr. Fraser: Thank you. 

Mr. THatcHer: I wish to say that I think it is a dangerous practice. 


The CuarrMAn: You might say so when we come to discuss our report. 
But at the moment we have a witness before us and you may ask him questions. 
We are not here on a political platform. 


Mr. Fraser: Mr. Sellar’s report says that they should have more ‘elbow 
room’. JI wonder how much more elbow room is required? 

Mr. Wricut: Mr. Chairman, those allotments were taken before the 
Treasury Board when they were asked for. Were reasons given why the 
allotment on construction should be reduced by $1,002,228 when the original 
estimate was for $1,850,628. and why the allotment for wages or pay was 
increased from $475,054 to $939,054? There must have been some reason. 


Mr. Bryce: Naturally I could not speak from memory as to exact reasons 
for cases which happened two or three years ago. But generally speaking these 
changes are normally made in order to adjust the details of programs through 
circumstances as they develop throughout the year. In this particular case it 
might well have been that it was decided to have more of the work on small 
projects done by the hiring of employees, rather than, as in large projects, 
through letting contracts. I believe the expenditure through contracts would 
be met under that allotment of which you speak, and it would be $1,150,000 
originally; whereas if that work is done directly through the hiring of labour, 
through what is called force accounts, it would appear in the first line. 

The CHARMAN: We have again wandered quite far. 


Mr. Fraser: Let us wander just a little more. 
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The Cuairman: I am sorry, but I think we have wandered far enough. 
We are on the memorandum of estimates and I think we ought to clear it up. 
One hour has already gone by. Are there any more questions on item 1 of 
Mr. Sellar’s recommendation as to the pooling of 11 items in the administra- 
tion votes? 


Mr. TuatcHer: Are you ruling, Mr. Chairman— 


The CHAIRMAN: I am ruling that we go back to this item. You can vote 
me down if you are not satisfied. 


Mr. THaAtcuer: [I still have not got an answer about this pay list. 


The CHairMan: You will not get one on this—your question always comes 
back to public accounts. 


Mr. THatcHer: I am coming back to page 1. 


_ The CuatrMan: We have got to decide whether we shall have twenty items 
instead of forty-five in the agricultural estimates. 


_ Mr. Tuatcuer: Just give me an answer on this and I will be temporarily 
satisfied. It says: “Until repealed, it is assumed votes should set out a 
maximum which may be spent on pay list charges.” Is that right or is it not 
right? 

The CHamrMaNn: Your question is whether Mr. Sellar’s statement here— 
Mr. TuHatcuer: “Until repealed, it is assumed—” 


The CHAIRMAN: That is a matter of opinion from Mr. Sellar, on a question 
of accountancy. Now what question is it that you wish to ask the deputy 
minister of agriculture? 

Mr. THatrcHer: I will ask Mr. Taggart that question. 

The CHatrmMan: What is the question? 

Mr. TuHatcuer: If this is-the law why then are Mr. Taggart’s figures on 
salary double what was asked for under P.F.R.A.? 

The CHAIRMAN: You ask whether section 42 here is the law—‘temporary 
employees shall be paid only out of money specially voted by parliament for the 
purpose?” 

Mr. THatcHer: Yes, and the next six lines. 

The CuatrMAn: Mr. Bryce, will you answer this please. 

Mr. Bryce: I think, sir, that it can best be answered by saying that section 
42 which is quoted from the Civil Service Act applied to the estimates in the 
form they were compiled many years ago, when there were, as I understand it, 
general votes for what was called civil government salaries and contingencies. 
At that time it was considered necessary that there be separate votes for 
temporary employees. After the revision took place in 1938, as I described in 
one of the earlier meetings of the committee, each vote contained funds for the 
employment of temporary civil servants so there normally was not the same 
limitation that was implied in the earlier form of estimates. As a consequence, 
most of the votes, because of the way they are set out in the back of the 
estimate book, do contain provisions for temporary civil servants. 

I think Mr. Sellar, in his paragraph below, is suggesting that because 
of this wording in the Civil Service Act there should be special provision in each 


vote to make it clear that the moneys can be used for the employment of 
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temporary civil servants, in accordance with this section of the Civil Service Act. 
Now, regarding its application in this particular circumstance, the prairie farm 
rehablitation administration is not under the Civil Service Act in any event, 
so I doubt if section 42 would be applicable to the particular vote for the 
P.F.R.A. in any case. But, you will notice in Mr. Sellar’s subsequent examples 
that he indicates special limits on the paylist charges. 
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I am not a lawyer but I believe his own wording does not accomplish what 


he suggests in his letter should be accomplished. I do not believe the wording 
makes sufficient legal provision to authorize the use of the vote for paying 
temporary civil servants—as he suggests section 42 of the Civil Service Act 
requires. 


Mr. THatcHer: I have one more question. 


The CHAIRMAN: The question is answered and we are going back to the 
memorandum. We are on number 1. Are there any questions on number 1? 


Mr. THarcHer: Yes, I want to ask you when I may pursue this matter? 
Will I have a chance before the end of this session? 


The CHAIRMAN: I do not know. That depends on the length of the session 
and the length of time this committee will sit before it finishes its work. I am 
awfully sorry, but things cannot be otherwise. I would have imagined by now 
that, with a little good will, you would have understood what we were doing, and 
what we were asked to do. We are on the first order of business prep ovey by 
Mr. Fleming in the steering committee. 


‘Mr. Browne: May I ask the witness a question? - 
The CHAIRMAN: On this item? 


Mr. Browne: In regard to Mr. Sellar’s statement, and I think Mr. Bryce 
confirms it, that where a vote is put in the agricultural estimates—take the 
P.F.R.A. vote which I think last year was $3 million— 


The CHAIRMAN: We are out of order again. 
Mr. Fraser: We are on the estimates. 


The CuatrrMan: Are you talking about this brief? What page are you at, 
and what line? 


Mr. Browne: I have to go by lines now, do I? 
The CHAIRMAN: What is your question? — 


Mr. Browne: “Temporary employees shall be paid only out of moneys 
specially voted by parliament for the purpose?” 


The CHairMAN: That has just been answered. 
Mr. Fraser: A partial answer. 


Mr. Browne: Does the deputy minister feel he can spend $3 million in any 
way he likes? 


The Witness: Oh no, not the way I like. 


The CuatrMan: It is not what he feels, it is a question of whether he is. 


entitled to by law. What he feels would not be a fair question. 


By Mr. Browne: 


@. Does the witness feel he is entitled to spend that for the general purpose 
of carrying out the special item on P.F.R.A., or is there any boundary to his 
spending as long as it can be said to come within the item? Can he spend it 
on employees? Can he spend it on buying equipment? Can he spend it on 
building buildings?—A. All those expenditures come within the scope of the 
P.F.R.A.—to the amount devoted to each particular type of expenditure. 

Q. Where would you find the limit for what you would spend on salaries 
for temporary assistance?—A. As far as I am aware there is no limit in the vote 
itself. 


The CuarrMaANn: We have with us the secretary of the Treasury Board and 
I would like Mr. Bryce to answer that question? 
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Mr. Bryce: Well, sir, if you will look at page 96 of the estimates volume 
a the eee year—and I assume that is the one on which the question was 
addressed— 


Mr. Browne: I was going on the 1948-49 year because those are the public 
accounts we are going to consider later on. That is why I was taking them. 

The CuHarrman: We are on the memorandum regarding the estimates, 
Mr. Browne. Ns 

Mr. Bryce: The details of the corresponding vote are set forth on page 96 
of the volume of estimates and you will notice that it gives a division or allot- 
ment of that vote, rather along the line Mr. Taggart was recently suggesting 
for the science division,—that is it is divided between headquarters administra- 
tion, total salaries, community pastures, water development; supply, equipment, 


and services depot, resettlement and land use. 


Under each of these headings you will see a breakdown. Under head- 
quarters administration you see salaries, permanent, and temporary assistants; 
then, under water development you will see administration and supervision, 
small projects, large projects. 


_ Mr. Browne: Under small projects and large projects there are no details 
given at all. ; 

Me Bryce: No. 

Mr. Browne: There is $1,346,750, but no details at all? 


Mr. Bryce: The amount that can be spent there is for any of the costs 
attributable to the small projects, whether salaries or materials. 


Mr. Browne: Which means that someone in the department has a free hand. 


The CuHairMAN: That is another statement, Mr. Browne. Ask’ questions 
of the witness and do not be a witness yourself. 


Mr. THatcHer: He put it in the form of a question. 

Mr. Browne: Is it correct that the minister or the deputy minister may 
spend that money for salaries, or equipment, or structures, or whatever else he 
thinks necessary to carry out the objective? | 

Mr. Bryce: As long as it is for the purpose of these small projects. 

Mr. Browne: In connection with this $1,346,750, are there any guides to 
departmental officials in its expenditure? 

Mr. Bryce: I would say that when they submit their estimates to the 


Treasury Board they will show supporting details of what is intended in these 


small projects. When, however, this vote and allotment are approved they then 
can vary those small details within their discretion without coming back to the 
board or to parliament. It would probably be better for Mr. Taggart to tell you 
why they need local discretion, because that is his Job. 

Mr. Browne: As far as members of parliament are concerned when they 
come to compare the public accounts with the estimates they have no basis to 
go on. 

The Cuarrman: Ask a question. 

Mr. Browne: Has a member of parliament any way of checking on these 
expenditures? 

Mr. Bryce: Well, sir, the public accounts will show the amount that was 
provided initially in the estimates. 

Mr. Browne: In total? 

Mr. Bryce: Yes. for the small projects, together with any amount allotted 
to that purpose during the year by the Treasury Board—either to that item or 
away from it. Then the actual expenditures are classified in the same way. 
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Presumably a member would have an opportunity of inquiring why the expendi- 
ture exceeded or fell short of what was originally requested and why the original 
estimates were changed. 

Mr. Browne: Is it not true that in the public accounts we will not see these 
expenditures. We will see a different set of expenditures which will give you 
the total of the original vote in the volume of estimates of $3 million? 

Mr. Bryce: No, sir, that would be‘accounted for under this heading. 

Mr. Browne: Well how can I illustrate this except by following it us as 
Mr. Thatcher did and ask Mr. Bryce to look at the public accounts— 

The CHatrMAN: That is why we are out of order. 

Mr. Wricut: In the estimates we vote this amount— 

The CuatrrMaAn: That has nothing to do with the memorandum that we are 
studying. 

Mr. Wricut: It has to do with the estimates which we are discussing. 

The CuHarrmMan: This afternoon we have a witness here to tell us whether 
Mr. Sellar’s suggestion— 

Mr. Wricut: I am asking him a direct question if you will listen until I 
finish before you start. 

The CHarRMAN: Let us take it, as even Mr. Thatcher suggested, item by 
item, although he was the first one to break the agreement by going elsewhere. 

Mr. WricHt: You have not listened to my question. I am askng— 

The CHAIRMAN: Is it on item number 1? 

Mr. Wricut: Yes. It has to do with this very question— 

The CuHatrMANn: Of administration? 

Mr. Wricut: As suggested by Mr. Sellar. 

The CHairMAN: Of the eleven administrative votes being pooled into one— — 
that is item 1. Has your question to do with item 1? 

Mr. Wricut: No, it has not. 

The CuatrMan: Well, are there any other questions on item 1? 

Mr. Hanseuu: I have one question with respect to the pooling of estimates? 

The CHatrrMAn: Of an administrative nature or is it on another part? The 
whole memorandum is on pooling of estimates. 

Mr. Hansetu: My question has to do with the pooling of estimates 
generally. 

The CuHartrMAN: They all come separately. The details given by Mr. Sellar 
come under different headings in order to help us understand the agricultural 
estimates. The first one deals with administrative votes. If you have something 
else in mind let us wait until we come to it. 

Mr. Hansetu: I have in mind something else for illustrative purposes. 

The CuarrmMan: When we get to that you can illustrate it for us. Are there 
any other questions on number 1? | | 

Mr. THarcusr: Yes, can we get a legal ruling, or cam you get a ruling from 
the department regarding this pooling? As I understand it, and I may be wrong, 
if we pass a pay list in a vote, parliament is‘passing so much and it should not 
be exceeded by the department. 

The CnairMan: That is entirely out of order again. 

Mr. TuHatcHer: If you will not let us ask questions what good are we doing? 

The CHAIRMAN: We must stay to the business of the committee. 

Mr. THatcuHer: I want a legal ruling on that. 

The CHatRMAN: We will pass on to something else. 


~~ 
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Mr. Tuatcuer: Will you not get me a ruling on that? 

The CHAIRMAN: On what? 

Mr. TuHarcuer: The point made by Mr. Sellar “until repealed, it is 
assumed—’”’ 

The CHAIRMAN: What is the ruling you want? 

Mr. Tuatcuer: I want to know whether that statement is ie law or not? 


The CHARMAN: If you refer back to this memorandum, Mr. Sellar says 
this: whether these enactments, those in article forty-two which you mention, 
are now of importance need not now be reviewed. That is what the Auditor 
General says in his letter. The fact is that existing practice makes them 


_ inoperative. There is no mystery to that, it says it right there. Until repealed, 


it is assumed votes should set out a maximum which may be spent on pay list 
charges. For that reason only, the intent is that each text will include a maxi- 
mum for pay list charges. There is no ruling to be had on that, it is a question 
of opinion. 

' Mr. THatcHer: Could you get a legal opinion as to that? 

The CuHatrMAN: A legal opinion as to what? They will not have anything 
to rule on. Mr. Sellar says the law at the moment is this but it has been made 
inoperative by practice. 

Mr. TuHatcuer: It has not been repealed, that is still law. I want the 
Department of Justice to give us a ruling on that as to whether it should be 
repealed or not. 

The CHAIRMAN: That is right. To make the present practice legal, I think 
it should be repealed. 

Mr. Ricuarp (Ottawa Hast): I think Mr. Thatcher has raised the question 
in a misleading way. Parliament does not pass a pay list, it passes an item which 
does not allot any particular details. 

The CHAIRMAN: Mr. Thatcher, I will tell you what I will do. I will submit 
the transcript of today’s evidence to the Department of Justice and if they can 
find out from what you have said on what they can give a legal opinion I will 
ask them for it. 

Mr. Fraser: I think Mr. Thatcher is perfectly right. 

The CHAIRMAN: Have you any question on No. 1, gentlemen? 

Mr. Fraser: Yes, I want to know if they are allowed according to law to 
exceed that pay list? I want to find that out. 

The CuHarrMANn: We are dealing with the pooling of administration votes. 

Mr. Warren: What I would like to ask is this: all this money spent on 
P.F.R.A. is it not supposed to come back in the course of time to the public 
treasury? 

The CHarrMAN: That also is out of order, I am sorry, Mr. Warren. 

Mr. Warren: If it comes back why worry about exceeding the pay list? 

The CHairMAN: Have we any other comments on item No. 1? 

Mr. Warren: I would like an answer to my question. 

The CHarrRMAN: Order, Order. 

Mr. Fraser: On.-this grouping here on page 2, I just wonder why Mr. Sellar 
put in under this grouping, under departmental administration, information 
services et cetera, and why he included information services in the administration. 
Would Mr. Bryce know of that, or would Mr. Taggart? 

The CHairMAN: If I may point out before you ask the question, it is ne 
administration of all branches, Mr. Fraser, not only of information. If you 
read the item carefully— 
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Mr. Fraser: I read it but— 

The CHatrMan: It says that the administration of each branch should be 
pooled under one vote called administration. If you read from the beginning of 
paragraph one you will understand the answer. 

Mr. Fraser: That is all right, but you have in that grouping departmental 
administration and then, No. 3, advisory committee on agriculture, No. 5, science 
service administration, No. 16, production service administration— 

The CHarrRMAN: We also-have the list in front of us, Mr. Fraser. 

Mr. Fraser: We have them all the way through, but information services 
is a case—wait, wait, Mr. Chairman, I want to find out from Mr. Taggart if 
that is not just for the printing of booklets, and some of them very good 
booklets— 

The CHAIRMAN: May I say before the witness answers that question, that 
this item deals with the administration officers of each branch. 

Mr. Fraser: That is what I am asking Mr. Taggart. 

The CHarRMAN: And it is suggested it should be pooled in one vote. That 
has nothing to do with pamphlets or booklets. 

Mr. Gavutuier: That can be asked in the Chamber. 

The CHAIRMAN: We are dealing with these eleven services; the administra- 


tion of these branches; should these be pooled in one vote or should they be — 


kept separate? 
Mr. Fraser: I am wondering if we are here to get information or what? 
The CuarrMAN: That is political hullabuloo. 
Mr Fraser: It is not political— 
Mr. GAvuTHIER: Yes it is. 


The CuarrMaAn: Are there any questions on whether or not these eleven 
items should be pooled? 


Mr. Fraser: I do not think, Mr. Chairman, that they should be pooled. 


Mr. Lanetors: On page 2 of paragraph one, I see that Mr. Sellar has 
suggested that the acquisition or construction of buildings should be transferred 
to a works vote and that like treatment be given to provision for works wherever 
provision is made in the details. Could I get Mr. Taggart’s opinion on this 
suggestion of Mr. Sellar? 

~The Wirness: Mr. Chairman, that strikes me as a good suggestion. In our 
science service particularly, the practice has grown up of putting building 
projects in the administration vote because buildings are to be used by all the 
different branches of that service. I agree with Mr. Sellar it would be better to 
lump these in a works vote. As matter of fact the Public Works Department 
does most of this work for the Department of Agriculture and really the item 
is transferred to Pubhe Works to do the work for us. 


By Mr. Langlois: 
Q. And irrespective of the purpose for which these proposed buildings are 
built?—-A. For instance, a laboratory may be built which would serve three or 
four of these separately listed scientific groups here and rather than try to split 
the cost of the proposed building among the four, say, the practice has grown 
up of putting the buildings all under administration. 
(. Then we would not know what are the purposes of these buildings by, 
just by looking at the vote?—-A. That is true, I think. 
_@. That would be the inconvenience of that suggestion. There would be 
an inconvenience there, would there not?—A. Well, the detail in the back of 
the book would give the nature of the individual building. 
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. I beg your pardon. It says, , 
like treatment be given to provision for works. wherever provision is 
made in the details. : | 

That is the part of the suggestion I do not like; that the same principle be 
applied in the details——A. I was under the impression that the Auditor General 


had referred to the Public Works vote. Would it be No. 303 as an example of 
how he thought those buildings should be listed? 


Mr. THatcuer: Mr. Chairman— 


The CuarrMan: Just a moment, Mr. Thatcher, let the witness complete his 
answer. ; | 


The Witness: I am sorry, Mr. Chairman, I do not see the reference now, 
but I think the Auditor General did refer to the Public Works vote as an 
example of setting up the building item. 

Mr. Browne: What are you looking for? 

The Cuarrman: The witness is answering a question asked by Mr. Langlois. 


The Wrrnsss: I am looking for a reference the Auditor General made to 
the methods used in the public buildings vote. 


The Cuarrman: I forgot to consult you as an encyclopaedia, Mr. Browne; 
we should have turned to you. 


The Witness: Vote 303, in the Public Works Department. 
Mr. Lanctois: Mr. Taggart, he refers to page 74. 


The CHatRMAN: The subject of the question by Mr. Langlois is treated 
subsequently by the Auditor General in paragraph five at the bottom of page 3, 
it reads: 

‘It is suggested that the provision for construction by transferred to 
a works vote and the votes then consolidated to read: 
To provide for administration and operation of farms... 


And that would answer to a certain extent this question by Mr. Langlois. 

You see, in the first paragraph the Auditor General tries to pool together 
all the administrative votes and he refers to No. 5. He notices that in No. 5 
they have works included in administration votes and he suggests that should 
be made a separate vote and that all the administration go in under one heading. 

Mr. Laneuois: That is all very well, but on page 5 of Mr, Sellar’s memo- 
randum you will see that, and I am just asking Mr. Taggart’s opinion om it. 

The CHarrMAN: You are right. He wants to ask your opinion on that, 
Mr. Taggart. 

The Witness: I am sorry, I didn’t get his question. 


By Mr. Langlois: 

Q. Do you agree with Mr. Sellar there? That is what I asked you and I 
understood you to answer yes; ‘and then I understood from the evidence that 
Mr. Sellar went so far as to suggest that the same principle should be apphed 
to the details, and that is what I want your opimion on.—A. As I understand 
Mr. Sellar’s suggestion it is that the provision for buildings be shown sepa- 
rately under the title “Works”, and that they be listed as proposed works. . 

Q. Well, then, Mr. Taggart, if you agree with Mr. Sellar’s suggestion on 
page 2 there where he says— ea 

Acquisition or construction of buildings should be transferred to a 
works vote (referred to later), and that like treatment be given to 
provision for works wherever provision 1s made in the details. 
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I understood you to agree with this suggestion as far as the vote is concerned 
but when he wanted to apply the same provision to the details I was not clear 
as to whether you agreed that his suggestion would be a good one im so far as 
the details were concerned. 

Mr. Browne: Now, Mr. Chairman, that is not in order, but then he is a 
member of the government group. 


The Cuarrman: I am very sorry. I have to check somebody. I resent the | 


accusation of the chairman being partisan on questions like that. In this case 
Mr. Langlois did direct the question to the witness. 

Mr. Browne: He made a statement, just the same as I made a statement. 

Mr. Lanatuors: I beg your pardon, I did not make a statement. 

The CHarRMAN: Order. 

Mr. Gautruier: He was just asking the witness if he agreed with Mr. 
Sellar’s suggestion. That is not a statement. He was just asking him for his 
opinion. 

The Witness: Mr. Chairman, I do not see what further comment I can 
make. I said I agree with Mr. Sellar’s suggestion that the vote for buildings 
should be -taken out of the administrative vote; and, secondly, if I understand 
this suggestion it is that the list of proposed works be set out in the details, 
to which I also agree. 

The CHairMAN: I think that answers your question. 

Mr. Lanatots: Yes. 

The CHarrMAN: I have a question I would like to ask there. You will see 
in the paragraph further down at the bottom of page 2 that he suggests con- 
solidating six items listed there under one vote. Would you care to comment 
on that? 

The Witness: Only as to what I said at the beginning, that this seems to 
me to be a more revealing way of putting it, to state that we intend to ‘ask or 
do ask for certain sums of money for animal and poultry pathology, bacteriology 
and dairy research, and so on, rather than to lump all those items in one vote. 

Mr. Drew: [I still must say that I do not see any difficulties presented in 
that. First of all, do you understand Mr. Sellar’s suggestion to mean that 
this acquisition and construction of buildings be transferred— 

The CHarrMAN: Mr. Drew, we are on No. 2, the pooling of these votes on 
laboratory services. | 

Mr. Drew: This is on No. 2, the item there at the bottom of page. That 
is what what we are on? 

The CHAIRMAN: Oh, yes. 


By Mr. Drew: 
Q. This refers to this subject. These votes refer to a total of $5,174,301, 


of which $326,035 is for “Acquisition and construction of buildings” and $73,215 ~ 


for building repairs, which would be transferred to the works’ vote. You 
understand he means by that the Public Works vote?—A. Not necessarily. 

Q. I am not clear myself—aA. I take it to be within our departmental 
estimates, that it would be set out as works rather than included as Public 
Works. 

Q. Would it be segregated into a works’ vote and the balance above 
brought together in one item and then the suggested details would be available 
in the details section? There does not seem to be any objection to the lumping 
together of these items with respect to laboratories and so on, you still have 
the same allocations and accounting and so on within your own department, 
but you simply carry into the details at the back of the book of estimates the 
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same information and perhaps more than before, to support the simplified 
single vote. Wouldn’t that be the result?—A. That would be the result. 

i Q. Well then, I am wondering just what difficulty there is in connection 
with that—A. I am trying to think about this from the point of view of parlia- 
ment who looks at this book and it just seemed to me—I may be entirely wrong 
and perhaps should confine myself to the duties of my position—but I was just 
trying to put myself in the position of those who have the decision to make, and 
it seemed to me that if we voted money for animal and poultry pathology, or 
bacteriology and dairy research, as is set out here, parliament has a clearer 
statement and a more definite control as to just what money is being voted for 
what. From the point of view of departmental administration, however, the 
other probably would be far more convenient to us because we would have more 
latitude in transferring from one type of work to another. 

Q. Now, without reviving the discussion which took place while I was 
away, it would appear to me that that discussion related to the fact that there 
already is recognized a fairly wide discretion as to the re-allocation of moneys 
within a single vote——A. Within a single vote, but not as I understand it from 
one vote to another. 


By the Chairman: 

Q. Could I ask you a question, Mr. Taggart? At the present time you have 
here six separate votes, starting with the one for animal and poultry pathology 
and so on down the list; do you mean that you cannot transfer any moneys from 
one of those votes to another if you need it?—-A. That is right, we cannot do 
that. We cannot transfer from one vote to another. | 

Q. You cannot?—A. No. 

Q. Now with Mr. Sellar’s suggestion of pooling these seven items could 
you transfer from one item to the other within the same vote?—A. With the 
approval of the Treasury Board, yes. 

Q. I do not know whether this is a fair question to ask you, but does it 
give better control—I mean over your projects and expenditures with relation 
to them—to have separate votes rather than just one. 

Mr. Gautuier: That is a question of policy, Mr. Chairman. 

The Wirness: May I make one statement in regard to this, Mr. Chairman? 
I will try to keep clear of any matter of policy. But if you will look at votes 
No. 9 and 10 at the bottom of the page there, agricultural entomology and forest 
entomology: Some years ago I think those votes were in one vote, and they were 
separated deliberately in order that the people interested in that particular type 
of work would know, and quite rightly at the time, how much money was voted 
for agricultural entomology and how much was voted for forest entomology. It 
happens that the Department of Agriculture have almost all the entomologists of 
the country and the department does entomological work not only for Agriculture 
but for Forestry, National Defence and some of the other departments, and that 
is the reason why they were separated, so that members of parhament and the 
public would understand that this money was being voted for forest entomology, 
for example. 

Mr. Drew: I would like to ask Mr. Taggart on that point, from the stand- 


point of a departmental official, whether there is any difficulty in having it done 
that way; and, as members of parliament, I think we would like a statement 


as to which he thinks would be the better way to handle it. What I am trying 
to get at is this: will there be any practical difficulty from the standpoint of 
carrying on the work of the department if the change suggested by the Auditor 
General is carried out? 

The Wirness: From the departmental point of view I think there would 
be no particular difficulty. 
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The CuatrMAn: Would you have any particular advantages by doing it 


that way? 
The Witness: From the strictly departmental point of view? 
The CHAIRMAN: Yes. 


The Wirnsss: It would give the departments more elbow room, as Mr. Sellar 
calls it; if you ran a little short for expenditures for poultry pathology, let -us 


say, we could transfer it from forest entomology, for example; with the consent 


of the Treasury Board. 

Mr. Wricut: Could you do that now with the consent of the Treasury 
Board? . 

The Wirness: As the votes now stand we could not make a transfer of 
that kind. | 

Mr. Drew: You say, transfer that, Mr. Taggart; but aren’t we getting a 
little bit mixed up in our definition of terms? As we go through the accounts and 
compare them with the estimates we find case after case where expenditures 
under the accounts exceed the estimate and where Treasury Board has authorized 
larger amounts and that is dealt with at some subsequent time by a vote of 
supplementary estimates if the amount be such that that is necessary; or, if it is 
still within the amount that has been allocated Treasury Board ee make 
an allocation to cover that amount. 

The CHatrMAN: Mr. Bryce might answer that. 

Mr. Drew: Can you do that, Mr. Bryce? 

Mr. Bryce: If it is within the proper vote, yes, sir. 

The CHairMAN: If it 1s within the same vote. 

Mr. Drew: No, what I am getting at, without going into all the details, is 
that there are a great many cases where the total expenditure exceeds the original 
amount voted in the estimates, and then steps are taken to correct it; isn’t that 
so, Mr.-Bryce? 

Mr. Bryce: Expenditures cannot exceed the amount appropriated until there 
is a supplementary appropriation. 

Mr. Drew: Yes. 


Mr. Bryce: But these supplementary appropriations limit expenditures to 
the purposes of the original vote. 


The CHAIRMAN: But it has to be voted by parliament and approved as a 
supplementary vote? 


Mr. Warren: May I ask a question, Mr. Chairman? 


The Cuarrman: If you have any questions pertaining to the special memor- 
andum you may ask it. 


Mr. Warren: Take for example this - year; there have been veterinarians ' 


available. 
The CuarrMAN: I am afraid the witness did not understand you. Would 
you kindly repeat? 


Mr. Warren: I say there have been veterinarians available to go about 
testing cattle in the different counties. Nobody could say what number of cattle 
were going to be let go down the drain. 


The CuairMAN: What is your question, Mr. Warren? 


Mr. Warren: Would it not be possible to estimate what would take place 
within, let us say, the next five months with regard to the testing of cattle or 
testing of cows? You could do it, could you not? 


The CuatrmMan: Let us confine ourselves to the question. 
Mr. Warren: I give that as an example. 
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-The Wrrness: We can make estimates of the number of cattle that will 
be slaughtered, but we cannot guarantee that those estimates will turn out to 
be exactly right. 

Mr. Warren: They might be wrong. 

Mr. THatcuer: Does Mr. Taggart say that he, as deputy minister, thinks 
that the estimates would be better if worded as Mr. Sellar suggests because they 
would give the department more elbow room? 

The Cuairman: No. He did not say that. 

__ The Wrrness: I think I said that if the votes were allotted, the department, 
with the approval of the Treasury Board, would have more opportunity to 
transfer from one type of research to another. 


By Mr. Thatcher: 


Q. Then you think it is desirable?—A. I do not express an opinion on it. 


By Mr. Langlois: 


@. When you say it would be easier to transfer from one item under the 
same vote to another item, do you mean for example—and I hope I am not 
making a statement—that instead of voting, let us say, $14 million for agri- 
cultural entomology and another $14 million for forest entomology we could 
group those two votes and vote $3 million; and then, by allocation made without 
the knowledge of parliament, we might spend only a few hundred thousand 
on entomology and spend the whole balance of the $3 million on agricultural 
entomology, and parliament would know how the money was spent only when 
we have the Public Accounts before us?—A. Exactly, except that we have some 
departmental organizations for the purpose of carrying on agricultural entom- 
ology and other organizations for forest entomology and we could not very well 
transfer this money without the approval of the Treasury Board unless we 
switched our work entirely. But what you say is true. 

The CuHairMAN: Is there anything cn item 3? 

Mr. Frasmr: Wait a minute, Mr. Chairman. On item 2 it has been suggested 
that there could be a transfer from one section to another. Was that done 
during 1949? 

The CuatrRMAN: Now we are out of it. We are not on the Public Accounts. 

Mr. Fraser: I just wondered because in 1949 under Animal and Poultry 
Pathology— 

The CHAIRMAN: There again we are switching out of our order of business. 
Are there any further questions on item 2? Now, item 3? Vote 12 Plant 
Protection. Have you any comments to make on page 3, item 3? 

Mr. Drew: Mr. Chairman, I shall ask one inclusive question and then not 
ask any more, I hope, because the same question will apply to all of them. 
I am prepared to take Mr. Sellar’s suggestion as to the method of presenting the 
accounts; but I want to know from a practical point of view as distinct from 
what might be regarded by members of Parliament as desirable from their 
point of view: do you see any one of these recommendations referred to in 
your memorandum— 

The CHAIRMAN: Your question appears to be quite general. Why not 
take No. 3 for instance? It is a broad question, and we have agreed as to the 
details. 


By Mr. Drew: 


Q. In regard to No. 3, is there any practical difficulty that you can see? 
—A. You mean the Plant Protection Vote? | 


416 , STANDING COMMITTEE 


@. Yes.—A. There is one practical difficulty but it could be overcome by the 
wording of the vote. That division does work all of which is not directly 
stemming from the Destructive Insect and Pest Act. Plant Protection covers a 
greater area than does this Act. The vote could be reworded so as to provide 
for expenditures under that Act and perhaps the other activities could be named 
or included with it. I do not think there is a major point there. | 


The CHatrMAn: Do you want to refer to No. 2? 


By Mr. Drew: 


Q. No, I think Mr. Taggart has raised a difficult point there, and it is this: 
T thought what Mr. Sellar was suggesting in regard to vote 12, ‘‘Plant Protection 
$731,705” was a general statement and there might be plant protection covered 
which would be quite different because there might even be plant protection 
involved in the activities of the new Forest Services. And I thought what he was 
referring to here was a specific limit to provide for the administration of the 
Destructive Insect and Pest Act, chapter 47 R.S., and amendments thereto 


which would more clearly define the functions within the Act which you 


administer than the present system as set forth?—-A. Yes, I think it would. But 
some activities of that division do not fall within the scope of the Destructive 
Insect and Pest Act. 

Mr. LANGLoIS: Give us an example, please? 


By the Chairman: 
@. You mean that the present work under that vote for Plant Protection 
includes more than Mr. Sellar puts in his items?—A. That is right. 


Mr. Warren: When you send men out into the field to introduce insecticides 
and so on, how do you estimate the original cost of it? The insecticides must 
cost money and somebody has to work them up and so on? 


The CHAIRMAN: You want to know how they estimate that amount, 
Mr. Warren? 

Mr. Warren: I want to know how they estimate it in order to be accurate? 

The CHAIRMAN: Let the witness answer. ; 

Mr. WarrEN: Grasshoppers are not always so plentiful in the west. 

The CHAIRMAN: Let the witness answer. 


The Witness: As I understand it. Mr. Warren, your question has to do 
with how we make our estimates? In the beginning, the estimates are prepared 


by the people who are the closest to the problem. Then the items are gradually - 


consolidated into larger items. The men who are closest to the problem are in 
a position to estimate within their area more accurately than can higher officials. 
We admit that estimates cannot be made completely accurate, but they must 
be made. 

The CHArRMAN: Are there any further questions on item 3? 

Mr. LAncuots: You see that it says: 

.... but charges shall not exceed $ LOM TancsD 

But suppose you have an abnormally large invasion of insects and you have 
exceeded the maximum mentioned in the vote; you would have to resort to a 
special order in council, I suppose, if parliament was not then in session? 

The CHAIRMAN: You mean a Governor General’s warrant? 

The Wrrness: We cannot exceed whatever amounts are provided in the 
estimates, Mr. Chairman. And how additional funds are provided in a matter 
for the government to determine. 

The CHAIRMAN: Item 4. 
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Mr. GAUTHIER: Suppose you have an ordinary epidemic; you cannot tell 
ahead of time how far it may go. * 
The CuarrMan: We are on item 4, the vote reading: 
13 Experimental Farms Service administration 
14 Central Experimental Farms | 
15 Branch Farms and Stations and Illustrations... . 


It is suggested, I think, that those three votes be consolidated into one vote. 

Mr. Hansety: Might I ask with respect to item 4, and with respect. to 
Mr. Sellar’s statement, as to how these three votes should be handled? If 
Mr. Taggart agrees with Mr. Sellar’s suggestion, or if he does not, could he tell 
us in what way he disagrees? 

The CuairMANn: Has the question to do with this particular item, No. 4? 

Mr. Hansetu: As far as I can see it is the only question we need to ask on 
this item. 

The CHAIRMAN: I think the question is perfectly in order. 

The Wirness: The proposal is to ask for one vote for the experimental farm 
service instead of three as at present. From the point of view of the department 
that proposal would offer no administrative difficulty, but I was under the 
impression that the objective here was to discover a method that would enable 
the estimates to be put before parliament in a more clear manner. It just 
seemed to me that if the votes were separated, somewhat in the way they are 
now, parliament could get a better picture of what the money was going to in 
this branch? 

The CHAtRMAN: Are there any further questions on number 4? 

Mr. Hansewu: I would ask the same question with respect to number 5? 

Mr. Masor: Grouping it together would make things a little more difficult 
to understand for the member who would be wanting to ask questions? 

The Witness: It is a matter of policy. 7 

The CHarrMAN: We will go on to item 5—that provision for construction 
be transferred to a work vote. 

Mr. Hansewu: I would ask the same question I asked in relation to 4 here? 

The Witness: May I answer with respect to number 5 that Mr. Sellar 
repeats the suggestion that provision for construction be transferred to a work: 
vote. I think I answered previously that I would agree with the suggestion as 
one that would more truly reveal the intention. 

The CuatrMan: Is that the answer to the question you had in mind? 

Mr. Hansetu: I do not care what the answer is. 

The Cuarrman: I did not refer to the answer; I referred to the question. 

Mr. Jounstron: I notice that it is very definitely stated in items 4 and 5, 
and I imagine that it is in the others, “but charges shall not exceed blank dollars 
for paylist charges.” Why is he so definite on that? I noticed the similarity in 
each one and I wondered why it would be? 

The Wrrness: I am afraid I cannot offer an opinion as to what Mr. Sellar 
had in mind there. 

The Carman: I think that might be a fair question for the secretary of 
the Treasury Board. 

Mr. Jounston: Mr. Taggart was expressing his approval of this wording 
of Mr. Sellar’s and I was wondering if there was some significance to it. 

The Cuarrman: Have you. any comment to make on that? 

The Witness: Perhaps I misunderstood the question but I thought it was 
what Mr. Sellar had in mind when he made this proposal. 
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Mr. Jonnston: Why would it be put down eee hke that: “but 
charges shall not exceed so much for paylist charges?” I take it the inference is 
there at least, but 1 may be wrong, that paylist charges do exceed a stated 
amount on other occasions, and here Mr. Sellar suggests the statement that 
charges shall not exceed so much. That is the only interpretation I can think of. 


The CHatrMAN: May we ask the expert from the Treasury Board. 


Mr. Jonnston: I do not care who answers it as long as I get an official 
answer. 

Mr. Bryce: As I understand it, Mr. Sellar has suggested this wording for 
the purpose of conforming with section 42 of the Civil Service Act which he cited . 
in his letter of transmittal with this memorandum. As I said, in answer to an 
earlier question, the words do not seem to me to meet the purpose that he 
appears to have had in mind. The wording, I do suggest, would restrict the 
amount of a vote that could be used for salaries and wages, so that there would 
be no question then of allotting to salaries funds for other things such as for 
materials, supplies, construction or travelling expenses. 

Mr. Jounston: Is that done on occasion? 

Mr. Bryce: It is done on oceasion, yes sir. 

Mr. Jounston: Moneys voted for building purposes are transferred to 
salaries? 

Mr. Bryce: In the details explaining each vote in the back of the estimate 
book it may be indicated, for example, in regard to the vote for agricultural 
entomology, that total salaries and wages or the amount provided for total 
salaries and wages is $1,045,912; for acquisition of equipment, $114,307. It may 
be that during the year some amount may be transferred from acquisition of 
equipment, to “salaries and wages. That could be done legally by a transfer of 
the allotment by the Treasury Board. It is occasionally done in certain votes. 


Mr. JoHnston: You suggest the wording that Mr. Sellar gives is not just 
clear in meaning. What would you suggest? 

Mr. Bryce: Well, if one wished to serve the purpose that he seems to have 
had in mind, I would think it would be better to say: “including blank dollars 
_for paylist charges, including salaries of temporary employees.” It might: be 
something of that sort, if it is legally necessary to do what he rather suggests 
is necessary here. 

Mr. JouHnston: That would be your suggestion? 

Mr. Bryce: I have not taken it up with any lawyers. 

Mr. Laneuors: Mr. Bryce, Mr. Sellar also suggests that we give more elbow 
room to the department. By that I take it he suggests that the departments be 
allowed to provide for their estimates above the amount which they think would 
be normally required. Is that the interpretation of what he has in mind? 

Mr. Bryce: I think Mr. Sellar’s suggestion would permit more elbow room 
in switching money from one purpose to another purpose; but it would provide 
less elbow room for switching money from one type of expenditure such as the 
purchase of equipment, to another type of expenditure such as salaries. 

The CHATRMAN: Are there any further questions on item 5? As it is now 
6 o’clock, the meeting is adjourned. 


Mr. THatcHerR: May I make a motion before we adjourn? 


The CHAIRMAN: The meeting is adjourned. It is 6 o’clock, and there is no 
need for a motion to adjourn. 


Mr. FRASER: Can we not even have a motion? 
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The CuarrMan: It is 6 o’clock, we will meet again on Monday at 4 p.m. 
Mr. HAnspuu: I move that we sit another ten minutes. 
Mr. Fraser: I second that motion. 


The CHAIRMAN: There is a motion that the committee sit another ten 
minutes. 


Some hon. Mrempers: No, no. 
Mr. TuHatcuer: That is pretty shabby, Mr. Chairman. 
The CHAIRMAN: You have been here for two hours, and if you had a motion 


. In mind you could have informed me and I would have given you five minutes at 


the end or at any time you desired. We shall sit again on Monday afternoon 
at 4.00 p.m. 


Mr. THatcHer: Why meet at all. 
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MINUTES OF PROCEEDINGS 


Monpay, May 22, 1950. 


The Standing Committee on Public Accounts met at 11 o’clock a.m., the 
Chairman, Mr. L. Philippe Picard, presiding. ' 


Members present: Messrs. Anderson, Ashbourne, Benidickson, Blue, 
Browne (St. John’s West), Cauchon, Cavers, Croll, Drew, Fleming, Fulford, 
Fraser, Helme, Johnston, Major, Richard (Ottawa East), Riley, Robinson, 
Stewart (Winnipeg North), Thatcher, Thomas, Warren, Winkler, Wright. 


In attendance: Dr. J. G. Taggart, C.B.E., Deputy Minister of Agriculture; 
Mr. R. B. Bryce, Assistant Deputy Minister of Finance. 


The Chairman presented the second report of the sub-committee on pro- 
cedure and agenda, which is as follows: 


The sub-committee on procedure and agenda met at 2.00 o’clock this after- 
noon at the request of Mr. Wright. 

The sub-committee discussed a suggestion that the Committee defer further 
consideration of the proposals set forth in the memoranda tabled by the Auditor 
General respecting a revision in the form in which estimates are presented to 
the House, and that it proceed directly to an examination of the Public Accounts. 
An alternative suggestion was made to the effect that the whole question’ of the 
form of estimates be referred to a sub-committee to be appointed for that purpose. 

Your sub-committee is of the opinion that the study of the memoranda sub- 
mitted by Mr. Sellar on the form of the estimates and other relevant matters, on 
which the Committee is now engaged, should be concluded and the Committee’s 
recommendations reported to the House before any other business is undertaken. 

Your sub-committee, therefore, recommends that the examination of the 
present witnesses, Dr. Taggart and Mr. Bryce, be concluded and the Comptroller 
of the Treasury called as the next witness, to be followed by a representative of 
the Department of Finance to tell us why a change was made in the estimates 
in 1938, and the underlying reasons; and any other witnesses whose presence 
may have been requested by Members during our discussion of Mr. Sellar’s 
memoranda and concerning the latter. 

Your sub-committee also recommends that questioning of these witnesses be 
strictly confined to the proposals contained in the Auditor General’s memoranda 
of April 27 and May 2. 

Your sub-committee also points out that there are 94 items of the 161 com- 
prising the Auditor General’s report still to be dealt with and recommends that 
these be considered immediately the matter of estimates now under discussion 
is disposed of. ; 

It was agreed that the question of the order of business to follow the Auditor 
General’s report be decided at the next meeting of the sub-committee. 


Mr. Croll moved that the report of the sub-committee be concurred in. 


Mr. Thatcher moved in amendment thereto that all the words after the word 
sub-committee in the first line of the second paragraph thereof be struck out and 
the following substituted therefor: 

That this Committee proceed, at its next regular meeting, to deal spec- 
ifically with an examination of the Publie Accounts. 
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After discussion, and the question having been put on the said stn 
it was negatived. 

And the question having been put on the main motion, it was agreed to. 


The Committee resumed consideration of a memorandum received from Mr. 
Watson Sellar, Auditor General, and tabled on May 2, containing ‘a draft of a 
possible revision in the form of the Estimates for the Department of Agriculture. 


Examination of Dr. Taggart and Mr. rons was continued. 

The witnesses retired. 

At 5.45 o’clock p.m. the Committee adjourned until Tuesday, May 23 at 11 
o'clock ‘a.m. 


A. L, BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or ComMMoNs, 
Monpay, May 22, 1950. 


The Standing Committee on Public Accounts met this day at 4 p.m. The 
Chairman, Mr. L. Philippe Picard, presided. 


The CuairMAN: Order, gentlemen. 


Gentlemen, since we met last the subcommittee on procedure and agenda met 
at 2 o'clock this afternoon at the request of Mr. Wright. The report reads: 

“The subcommittee discussed a suggestion that the committee defer further 
consideration of the proposals set forth in the memoranda tabled by the Auditor 
General respecting a revision in the form in which estimates are presented to the 
House, and that it proceed directly to an examination of the public accounts. 
An alternative suggestion was made to the effect that the whole question of the 
form of estimates be referred to a subcommittee to be appointed for that purpose. 

Your subcommittee is of the opinion that the study of the memoranda 
submitted by Mr. Sellar on the form of the estimates and other relevant matters, 
on which the committee is now engaged, should be concluded and the committee’s 
recommendation reported to the House before any other business is undertaken. 

Your subcommittee, therefore, recommends that the examination of the 
present witnesses, Dr. Taggart and Mr. Bryce, be concluded and the Comptroller 
of the Treasury called as the next witness, to be followed by a representative 
of the Department of Finance to tell us why a change was made in the estimates 
in 1938 and the underlying reasons and any other witnesses whose presence may 
have been requested by members during our discussion of Mr. Sellar’s memoranda 
and concerning the latter.” 

Your subcommittee also recommends that questioning of these witnesses be 
strictly confined to the proposals contained in the Auditor General’s memoranda 
of April 27 and May 2. 

Your subeommittee also points out that there are 94 items of the 161 com- 
prising the Auditor General’s report still to be dealt with and recommends that 
these be considered immediately the matter of estimates now under discussion is 
disposed of. 

It was agreed that the question of the order of business to follow the Auditor 
General’s report be decided at the next meeting of the subcommittee. 

Mr. Stewart: Mr. Chairman, I didn’t quite understand that, I thought the 
procedure was to finish with the witnesses now before the committee, Mr. Taggart 
and Mr. Bryce, and then call one from the Treasury Board to clear up the other 
point which was raised, about how the form of the estimates came to be 
changed back in 1938. I did not know that we were to call any other witnesses. 

The Cuarrman: No, other than those whom it was already decided to call, 
in answer to requests which have been made during the proceedings up to this 
point. We have had a number of witnesses appear before us and during the 
course of the discussion of the memorandum submitted by Mr. Sellar certain 
members of the committee asked for the appearance of certain other officials. 


Mr. Stewart: Yes. , 
The CuarrMan: And one of those asked for, for instance, was the Comptroller 
of the Treasury. I am not going to call them by name. 


Mr. Stewart: Right. 
423 
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The CHAIRMAN: Then we discussed Mr. Winkler’s proposal—I don’t recall 
on just which page of the memorandum—to bring before us maybe the Comp- 
troller of the Treasury or somebody from the Treasury Board to give us informa- 
tion as to why the change i in the form of the estimates was made in 1988, since 
which date they have appeared before us in the form in which we now have them, 
and to get them to tell us the reason for presenting the estimates in the way they 
do. We have had a recommendation from the Auditor General as to what 
changes should be made, and it was thought that we should consider whether the 
changes now proposed would not put the form of the estimates just back in the 
shape in which they were prior to 1938. The general feeling was that we should 
have a detailed statement as to the reasons for the change at that time so that 
we could form an intelligent opinion as to the value of the change in the light 
of the recommendations of the Auditor General. I thought it was also under- 
stood that we would finish with those we now have before us; namely, Mr. 
Taggart and Mr. Bryce, to be followed by the Comptroller of the Treasury or a 
representative from the Department of Finance, to tell us why that change was 
made; and that may be the Comptroller of the Treasury or it may be Mr. Bryce 
again, whatever official can best give us that information. Then I think it was 
Mr. Wright who requested that we have someone here to give us details as to 
why the Prices Support Board have acted in a certain way with the result that 
there was a certain comment or recommendation by Mr. Sellar in his report. It 
was considered that at the present time the number of witnesses on the matter 
now before the committee should be limited to those to whom I have referred. 

Mr. Stewart: Well now, Mr. Chairman, this is getting into an argument. 
I thought that the Comptroller of the Treasury and one of the other officers who 
could tell us about the change which was made in 1938 were to be called and I 
thought we were going pretty well to limit the necessity of calling witnesses just 
to those I have mentioned. 

Mr. THatcHEerR: May I say a word? 

The CHAIRMAN: Certainly. 


Mr. TuHatrcHer: I want to express entire disapproval of what you have just 
said. I wish to make a motion, if I may. 


The CHAIRMAN: We should first dispose of this report. 
Mr. THatrcuer: May I amend the motion to adopt the report? 


The CHatrRMAN: Yes, but no one has moved the adoption of the report yet. 
As soon as that is done the motion will be open for discussion. 


Mr. THatrcHer: But we cannot put an amendment to that motion? 

The CHAIRMAN: Yes, when it is put. 

Mr. THatcHer: I would like to make an amendment to iat report. 

The CHARMAN: Have you the wording of the amendment you wish to put? 

Mr. TuHatcuHer: I haven’t the exact wording. 

The CHArRMAN: The clerk reminds me that the motion must be put before 
it is open for discussion or amendment. 

Mr. THatcHer: Would there be an opportunity of doing that? 

The CuatrMANn: Yes. Mr. Croll moves that the report of the steering com- 
mitee be adopted. Now, your amendment to the motion can be put. 

Mr. THatrcHer: At the point there, Mr. Chairman, I would like to amend 
that motion to read as follows— 

Mr. Fremtna: Would you read the lines you are striking out? 

Mr. THatrcuer: I haven’t had time yet to read it. 

Mr. Benipickson: You can’t go ahead with that until we find out what 
the committee are going to do with the report of the steering committee. Were 
they unanimous in their report? 
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The CHamman: I assumed that they were ‘unanimous. This is what I 
understood they had agreed upon. 


Mr. Stewarr: I would like to be quite clear as to my stand in the matter. 
According to my recollection we were to finish with the present witnesses and 
then ‘have the Comptroller of the Treasury and then some other person tell us 
the reasons for the changes made in 1938, and that at the conclusion of that 
we would go to public accounts. 

Mr, Crotu: That is my understanding. 
Mr. Benipicxson: That is my understanding. 


The CHatrMAn: You see what I say here. The persons indicated as wit- 
nesses on this issue are persons whose presence has been requested by members 
of the committee during our discussion with Mr. Sellar, and I understood that 
the subcommittee had agreed to everything which is here. Then there was Mr. — 
Wright’s suggestion about the Prices Support Board business, that we call 
an officer of that board on the point he raised. I think the only other matter 
involved is the point raised by Mr. Drew concerning the Cartierville property. 
I think at the time and since it was agreed that the matter should be dealt with 
by officials either from Surplus Crown Assets or the Wartime Prices and Trade 
Board who would be called here to clear up those points. I believe that during 
the course of our discussions it was decided that we would not leave anything 
in our records unfinished. Mr. Drew raised that question during the course of 
our discussions and I think it is only fair to those who have been mentioned 
that the points in which they are concerned ‘should be cleared up, and also that 
we should hear the Comptroller of the Treasury or other official from the 
Department of Finance on the matter of the change in the estimates which was 
made in 19388. 


Mr. Wricut: Mr. Chairman, I maintain that the whole recommendation 
from the subcommittee is out of order and beyond the jurisdiction of this com- 
mittee. The jurisdiction .of this committee as laid down by the House in its 
reference states this: ‘The Standing Committee on Public Accounts be empow- 
ered to examine and inquire into all such matters and things that may be 
referred to it by the House.” Now, what was referred to it by the House? 
“That the public accounts of Canada and the report of the Auditor General 
for the fiscal year ending March 31st, 1949, which were tabled in the House on 
October 31st, 1949, be referred to the said committee.” There is nothing at all 
in the reference to this committee from the House to deal with estimates, 
nothing at all; we are not an estimates committee we are a Public Accounts 
Committee, and the public accounts were referred to the committee; and this 


- committee has done nothing to date except talk about estimates. I think our 


whole procedure has been out of order. 
The Cuatrman: This is the first time that point has been raised and it is 
raised by yourself and your colleagues, nobody else has taken any objection. 
Mr. Fueminc: Mr. Chairman, may I speak to the amendment? 


The CHAIRMAN: Yes. 

Mr. Fuemtinc: I think that our procedure up to the present time has been 
entirely in order. I do not think that Mr. Wright means to contend that this 
Public Accounts Committee has no power to entertain on the part of the 
Auditor General a submission of the kind of memorandum which he has sub- 
mitted to us. If he had any such objection I think the objection should have 
been taken at the time. It seems to me that not only is the submission of such 
a memorandum entirely within the scope of the reference to this committee, 
but this is not the first time that the committee has received similar evidence 
or undertaken similar inquiries.. It is the work of this committee to examine 
and consider the report of the Auditor General, and incidental to that are such 
submissions and recommendations in support of it as he sees fit to it. And I 
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recall very distinctly, Mr. Chairman, that we have given consideration to 


similar recommendations and a similar report in other years. I remember 
that this committee held extensive sittings in 1947 on this very matter. 


Mr. Wricutr: Not on estimates. 


Mr. Fieminc: We had the same kind of reference and the same kind of 
review in which we dealt with the question of the presentation of the estimates 
and the form of the estimates, and that the committee recommended giving 
effect to certain suggestions of Mr. Watson Sellar in regard to more ample con- 
sideration of the estimates. And I will remind the committee of this, that the 
Public Accounts Committee in 1947, not only heard that evidence during the 
course of a long inquiry but actually reported to the House along these same 
lines, and one of the recommendations made by ‘the committee at that time was 
the setting up of a standing committee on estimates, and it recommended also 
that there should be an amendment to the Consolidated Revenue and Audit Act. 
So, Mr. Chairman, this is nothing new in the inquiries of the Public Accounts 
Committee. I think far from being out of order it 1s something on which the 
Public Accounts Committee can render very useful service. But having said 
that, sir, may I say also that I think one of the things that we did agree on was 
that. we wanted to get on with the detailed items of the public accounts, and 
the feeling of the steering committee today, as I sensed it, was this: let us bring 
to a conclusion as quickly as we can this review of the estimates aspect, the form 
of the estimates and so on; and, having done that, let us write our interim report 
and submit it to the House; and then, having done that we would go on to the 
next order of business before the committee, namely, a consideration of the 
balance of the report of the Auditor General. To date, out of 161 items, I think 


it is, we have disposed of 50 or 60. We will have to clear up the balance of his 


report before proceeding to the next order of business which will have to be 
decided upon. And you will recall, Mr. Chairman, that it was decided by the 
steering committee, subject of course to the approval of the main committee, 
that before the next meeting of the subcommittee the several members on the 
steering committee would consult with their colleagues as to the next order of 
business they would like to have considered. There have been many concrete 
proposals as to the next item to be studied. It may be that there is room for 
some misunderstanding. I don’t recall the exact phrase in the report you read, 
Mr. Chairman, but I think the general understanding was that there would be 
three or four more witnesses to finish up this phase of the matter and that if 
certain members of the committee had asked for particular witnesses at certain 
stages of the proceedings that those particular witnesses would be called on 


matters relative to or arising out of the proceedings and _ evidence 


to date. I think the whole tenor of the meeting was clear, and I believe 
it is acceptable to the sentiment of this committee that we should proceed in an 
orderly manner as quickly as we can to complete this phase of our inquiry and 
make a report on it and then go on. 

Mr. Ricuarp: I think as far as the other witnesses are concerned that 
if we are to hear them the responsibility should be put on those who asked to 
have them called. 

Mr. Crouu: I think the responsibility belongs to this committee. We do not 
want to be placed in the position where it can be said that certain people asked 
that certain witnesses be called and that we did not give them an opportunity 
of appearing. That is the sort of impression that gets out and when it does it 
doesn’t do anyone any good. If we have given any undertakings as to the 
appearance or witnesses asked for we certainly must find some opportunity for 
them to appear; and I, for one, do not think thé committee should be put in 
that impossible position. I think we are bound to hear those who have been 
asked for, and I think the responsibility is ours as a committee to see that those 
witnesses are called and given an opportunity of being heard. 
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The CuHatrmMan: Does anyone else want to speak on the point of order 
raised by Mr. Wright? 

Mr. Browne: Mr. Chairman, I would like to support Mr. Wright to a certain 
extent while agreeing with Mr. Fleming on the idea of continuing and finishing 
up this part of the business we are on. But nevertheless, concerning the point 
of view expressed by Mr. Wright that this has been referred to us by the 
House, how will it look when we go back to the House with a report and we 
are not allowed to say anything about the public accounts? 

Mr. Crotu: Mr, Chairman, that is the sort of thing I object to. 

Mr. Browne: Mr. naire I have the floor, I think. 


The CHairMAN: No, no. This is a point of order raised by Mr. Croll. You 
made a statement and the gentleman raises a point of order. 

Mr. Crouu: I object to the statement made by the hon. member who used 
the term “not being allowed to examine the public accounts”. That is the sort 
of charge we are constantly being subject to and it is not true. We do not 
deserve it. You are the one who is now attempting to go back on the suggestion 
you made originally. 

Mr. Wricut: Show me where there is anything in the first— 


Mr. Croti: On a point of order, Mr. Chairman, the motion was made by 
Mr. Thatcher to examine these various accounts in detail. 


Mr. THatrcHer: Mr. Chairman, that is not correct. 


The CHaIRMAN: One by one, if you please. You moved that Mr. Sellar’s 
report be studied item by item. 


“Mr. Tuatcuer: No, I did not. I said there should be a summary of the 
main objects and expenditures. 


Mr. Crouu: Well, read the report. The minutes are there. I think it was 
upon Mr. Thatcher’s motion that we first proceeded as we did. Now he finds 
it— 

Mr. TuarcHer: We are not getting anywhere. 

Mr. Crotu: Stop questioning the witnesses and we will get on with public 
accounts. I object to the objections being made here. 

Mr. Tuatcuer: I would refer this committee to page 3 of Minutes of Proceed- 
ings of this committee No. 1, where the Order of Reference is set out. It reads: 


That the Standing Committee on Public Accounts be empowered 
to examine and inquire into all such matters and things as may be referred 
to them by the House; and to report from time to time their observations 
and opinions thereon, with power to send for persons, papers and records. 


Ordered,—that the Public Accounts of Canada, and the Report of 
the Auditor-General for the fiscal year ended March 31, 1949, which were 
tabled in the House on October 31, 1949, be referred to the said committee. 


The CuatrMan: You have had fifteen meetings up to now. 


Mr. TuatcHer: Mr. Chairman, for the last few weeks we have been 
discussing estimates of the Department of Agriculture. I defy anyone to tell 
me where in this order of reference it refers to estimates. I support Mr. Wright 
completely. We have no power to be studying estimates. I am one who feels 
that this committee could be one of the most useful committees in the House. 


The CHAIRMAN: So do we all feel. 


- Mr. THatcuer: But I do not see how we can get anywhere unless we 
examine the public accounts and do the job that parliament gave us to do. I 
think the main job of this committee is to find savings. But every time we 
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get to a saving we are ruled out of order and told that we should stick to 
the estimates. I resent being called out of order. I wanted to move this motion 
at three minutes to six the other night. 

The CuatrMaAN: No, it was six o’clock. The meeting was adjourned and 
six o’clock had been called. 

Mr. TuHatcuer: I agree with Mr. Wright that we have no business to be on 
estimates at all. I would like to move an amendment. 


The CHaiRMAN: My point is this: Mr. Fleming— 

Mr. WricHt: Mr. Chairman, may J ask a question when you are through? 

The CuHatrMan: Yes. Mr. Fleming is entirely right when he says that 
the discussiom as to the form of estimates arises directly from the auditor- 
general’s report. Let me say that in the ‘past, under my own chairmanship, 
on many occassions this committee has had as its order of business a con- 
sideration of the auditor-general’s report and the memorandum of the auditor- 
general. Last year the report concerned the form of representation of accounts. 
The year before the memorandum was along the same line as this year as 
to the question of estimates, yet nobody found it to be outside the scope of the 
reference. That practice has been followed by this committee. I do not see 
why, after we have had sixteen meetings, this point should be brought up today. 

When the Steering Committee first sat we discussed what would be the order 
of business. Somebody suggested that we should take this procedure and the 
decision was unanimous. It may be that someone thought it would take less 
time, but that is not my fault. If it has taken so much time, it is because so 
many of the questions asked were outside the order which the sub-committee had 
set. I think that the question of the form of estimates is perfectly in order and 
it arises from the auditor-general’s report. It has been the practice of this com- 
mittee in the past to treat the question on many occasions and the thing has 
never been challenged in the House. 

Mr. Wricur: If you will just read the report of the committee, Mr. Chair- 
man, you will see that one of the reasons why the committee takes so long is that 
the chairman takes so long. 

The CHatRMAN: The chairman has to take a aici time because the mem- 
bers insist upon wandering. 

Mr. WricHt: I make that as a statement and you can check the records to 
see whether or not I'am correct. And what is more, just because the committee 
went through a certain procedure last year, or the year before, or the year before 
that, it does not necessarily follow— 

The CHarrMAN: The time to have objected was when the report of the steer- 
ing committee came before the main committee. 

Mr. Wricut: When the first report of the Steering Committee came before 
this committee there was no motion. 

The CHatrrMAN: Anybody was entitled to speak. 

Mr. Wricut: I know that, but there was no motion. 

The CHAIRMAN: It was not requested by anybody. One or two questions 
were asked by Mr. Macdonnell and then we passed to another order of business. 

Mr. Wricut: But you never moved it. 

The CHatrMAN: If anybody objected to it at the time he could have done 
so. You could have done so. You could have used your tongue then. 

Mr. Wricut: Why was it not moved? 


The Cuamman: Today I thought there was a difference of opinion in the 
committee so I move the acceptance of the report to make sure that it 
was the opinion of the committee. In the first instance there was no amendment 
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moved by anybody, nor was there a question of an amendment being moved. 
We have that on page 12. The report of the Steering Committee was read to 
the main committee and nobody objected to it and it was accepted. You had 
a representative of your own group on the Steering Committee, and it went on 
that way; and I read the report and nobody objected to it and we called Mr. 
Sellar right away. 

Mr. Ricuarp (Ottawa East): I resent the suggestion that we are out of 
order. I submit that this question of estimates arises out of the auditor-general’s 
report. | 

Mr. THATCHER: Where does it say that? 

Mr. Rospinson: Let Mr. Thatcher look at page E-4. — 

Mr. THATCHER: But page E-4 is not in the auditor-general’s report. 

Mr. Wricur: We are talking about the estimates and the auditor-general’s 
report of this year. 

The CuHarirMAN: In the auditor-general’s report you will find it on many 
occasions. In respect to item 4 vote 330 the suggestion is made that there be a 
single general vote in the estimates instead of many which cover different items— 
the Department of Trade and Commerce and the Department of Veterans 
Affairs, and so on. 

Mr. TuarcHer: That is public accounts. 


The CuairmMan: No. No. You just mentioned the auditor-general’s report. 
This is in the auditor-general’s report. There are many suggestions in the report 
as to a change being advisable in the way the estimates were worded, or in the 
way in which they were presented. So, as we have done in previous years, we 
have asked the auditor-general to preface our study of this report by a memor- 
andum, which has dealt with the estimates in the form of representations. It 
has been considered in order in previous years, and the question has never been 
raised in the House. Neither has it been raised in this committee; and no amend- 
ment was moved. But now after we have sat fifteen times objections are made. 
So I rule it in order. Shall the motion made by Mr. Croll that the report of the 
sub-committee be adopted carry? 

Mr. THatcHer: I want to move ‘an amendment, Mr. Chairman. On page 
1 you said: 

The subcommittee on procedure and agenda met at 2.00 o’clock 
this afternoon at the request of Mr. Wright. I want all the words struck 
out afterwards and to add these words: 

That this committee proceed at its regular meeting to deal speci- 
fically with an examination of the public accounts. 


The CHaiRMAN: You object to the subcommittee reporting to the general 
committee what happened in a meeting of the subcommittee? 

Mr. THatcHer: Not at all, Mr. Chairman. I want to get on to the 
public accounts. 

The CHarrmMAN: You want to strike out the balance of the report? 

.Mr. TuatcHer: That is right. 


The CuairnMAN: You do not want the subcommittee to make a report of 
what it has done? You may make that motion in any other place, if you want 
to; but at least let the subcommittee report what it has done. Let the sub- 
committee report what has been done and then come to another conclusion. 


Mr. THatcHer: May I make a motion and speak to it? 
The CuHairMAN: Very well. 


Mr. Tuatcuer: Mr. Chairman, I think there are ob reasons why the 
members, whether they be lrberal, conservative, C.C.F., or social credit should 
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pass that amendment. First, because the main duty of this committee is set 
out in the order of reference, and it is to examine the public accounts and the 
Auditor General’s report. That was read by Mr. Wright and I think it is quite 
clear. I think that in discussing Mr. Sellar’s memorandum and the estimates, 
as we have been doing for several weeks, and the estimates of the Department 
of Agriculture, we are completely out of order. 

The CHAIRMAN: It ‘has taken you fifteen meetings to come to that con- 
clusion. 

Mr. THatcHer: That-is all right. And I think it is very obvious to any 
member today that 1f we do not get to public accounts very quickly, we shall 
not get to them this year. In fact, I think it is the object of the chairman that 
we do not get to them: 

The CuatirMan: Mind you: you did not say that when you spoke pri- 
vately to me the other day. You said: I believe and I trust that you want to 
work thoroughly. I do not doubt your intentions. You doubt them since 
Thursday night? I am sorry to have to bring that in. 

Mr. TuHatcuer: You believe it is in the interests of the Pe ee quite 
legitimately; and you think it would be better advised to bring in a report 
about something else. 

The CHatrMAN: We have stated that we think our duty 1s to bring in a 
report to the House. My own view is that many of the suggestions made by 
Mr. Sellar are acceptable; others are not. After this has been thrashed out 
in the committee a report will be tabled in the House. That is the aim I have 
now—rather than to stop work and go haphazardly from here. 

Mr. THatcHsr: May I give you my third reason? 

Mr. Fraser: Before Mr. Thatcher speaks I would say that it is very, 
very hard to hear when everyone is talking. I think if members are going to 
speak they will have to stand up because it is too hard to hear. I am not going 
to vote on any question unless I know what I am voting on. 

Mr. TuHatcHer: I am going to stand up then. The fourth reason I have 
for moving the amendment is that I am dissatisfied with the repeated rulings of 
the chairman, which prevent members from pursuing items which may save 
money for the taxpayer. 

I doubt whether the government has very much to hide in these public 
accounts but I can tell the chairman that rulings of that kind create a different 
impression throughout the country. I want to remind him that the Minister 
of Finance challenged the opposition members to show where savings could be 
made and I think at the next meeting we should get on with the public accounts. 

The Cuairman: And not make a report on the estimates? 

Mr. TuHarcuer: In so far as making a report is concerned, if we can save 
money for the taxpayers what does it matter whether there are 200 items or 600 
items in the estimates. 

The CuarrMAN: The Auditor General is a man whose opinion is valuable; 
we must study it. We have had fourteen or fifteen meetings and this is not 
the time to come ‘and say that we should not complete our work. 

Mr. TuHatcHer: We have not started our work yet. 

The CuHarrMaANn: If this committee brings in a report and suggests that 
it in future sit on definite days, a minimum number of sittings, and that the 
estimates are to be brought in a certain fashion, and if we accept some of 
Mr. Sellar’s ideas and not others, we will have done valuable work. The 
Public Accounts Committee in twenty-one years has sat only six years and of 
those six years this:is only the second time that we have gone to the bottom of 
the question under discussion. 
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Mr. JoHNSTON: Since we are going to vote on this I think I had better 
express my opinion. I am sorry that I was unable to be present at the com- 
mittee meeting this morning but I had another engagement. 

From the argument I have heard I would like Mr. Thatcher’s amendment 
to be made to the end of the committee’s report because I do not think we 
should disregard the report. As far as the amendment is concerned, and 
considering the order of reference from the House, I think Mr. Thatcher is 
correct. It is true, as the chairman has pointed out, that in the Auditor General’s 
report there was a reference made to the estimates. In my judgment that does 
not say that we should confine our proceedings here according to any reference 
or all references the Auditor General may have made in his report. For 
instance, if the Auditor General had mentioned the flood situation in Winnipeg, 
would we have confined our arguments to the floods in Winnipeg? 

Definitely the order of reference is that we should deal with the public 
accounts. Now, I am faced with the problem of whether we should follow 
the order of reference or whether we should go* on with something else. My 
view is that we should stay to the order of reference and that the efforts of this 
committee be directed to that end. 


The Cuatrman: Why did you not bring that up at the first meeting, or 
in the steering committee? 


Mr. Jounston: That is why I say now that I think the isnendrment should 
be made at the end of the report. I apologize for not being there this morning 
but 1t was impossible for me to attend. However, since I think we will be 
voting on this, we will have to vote according to the order of reference 
regardless of what we have done in other meetings, in other years, and on 
other occasions. I think we are bound to follow the order of reference that 
was given by the House. As I indicated a moment ago, it is perfectly true 
that the Auditor General’s report does make reference to the estimates. But, 
just because he made reference to some problem outside of the order of 
reference does not make it mandatory for us to follow that guidance or that 
reference? 

I would like to see Mr. Thatcher’s amendment made to the end of the report 
and if so I shall support it. ; 


The CuarrMaNn: Just in answer to Mr. Johnston, there is only one word 
I object to—the word “confined.” You say this committee should not confine 


itself to the study of the estimates; that has never been the intention. If the — 


work had been performed quicker and if we had been out of order for less 
of the time—and that ‘1s no reproach to you, Mr. Johnston—we might have 
been further on in our work in public accounts. 

Mr. Jounston: I am not arguing with you on that point but we are 
going to have to vote. 

The CHarrMan: And we are going to have to report to the House. 

Mr. Ricuarp: Mr. Johnston says that he wants to have Mr. Thatcher’s 
report made at the end, but that is what the subcommittee report says. It 
says that after dealing with the memoranda tabled by the Auditor General that 
we should go on to public accounts. 

The CHAIRMAN: Perhaps the members would wish me to read the report 
again. 

Some hon. Mrmpmrs: Yes. 

The CuarrMAN: “The subcommittee discussed a suggestion that the com- 
mittee defer further consideration of the proposals set forth in the memoranda 
tabled by the Auditor General respecting a revision in the form in which 
estimates ‘are presented to the House, and that it proceed directly to an 
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examination of the public accounts. An alternative suggestion was made to 
the effect that the whole question of the form of estimates be referred to a 
subcommittee to be appointed for that purpose. 

“Your subcommittee is of the opinion that the study of the memoranda 
submitted by Mr. Sellar on the form of the estimates and other relevant matters, 
on which the committee is now engaged, should be concluded and the committee’s 
recommendations reported to the House before any other business is undertaken. 

“Your subcommittee, therefore, recommends that the examination of the 
present witnesses, Dr. Taggart and Mr. Bryce, be concluded and the Comp- 
troller of the Treasury called as the next witness, to be followed by a representa- 
tive of the Department of Finance to tell us why a change was made in the 
estimates in 1938 and the underlying reasons and any other witnesses whose 
presence may have been requested by. members during our discussion of Mr. 
Sellar’s memoranda and concerning the latter.” 

Many other witnesses have been mentioned as possible witnesses, but they 
are not proposed on questions relevant to the memoranda, and it is considered 
that they should be limited to the two groups—first the business of the Prices 
Support Board and second to the Cartierville affair. I think the people of the 
country would be as interested in those items as in any others, and, if I may say 
in passing, I do not think that shows that the chairman wants to prevent any 
light from being thrown on any subject before the committee. 


“Your subcommittee also recommends that questioning of these witnesses 


be strictly confined to the proposals contained in the Auditor General’s memo- 
randa of April 27 and May 2. 

“Your subcommittee also points out that there are 94 items of the 161 com- 
prising the Auditor General’s report still to be dealt with and recommends that 
these be considered immediately the matter of estimates now under discussion 
is disposed of.”—Those are the items referred to us. 

“Tt was agreed that the question of the order of business to follow the © 
Auditor General’s report be decided at the next meeting of the subcommittee.” 

If my friends of the subcommittee will remember, I suggested that they all, 
during the coming week, figure out the best possible way in which we could deal 
with the matter. I asked them whether they thought it would be fair to throw 
the book on the table and say ‘Go to it, gentlemen.” 

Should we not find a way of going by departments or going by functional 
classes—say travelling expenses for certain departments? I said to them that 
during the coming week we would carry on with our work and that they might 
be considering how to deal with this. 


Mr. Croutu: What is the amendment? 

The CuairrMaNn: That all the words after “subcommittee” in the second 
paragraph— : 

Paragraph number one says that we met at 2 o’clock—and the amendment 
is that all the words after “subcommittee” in the second paragraph in the first 
line thereof be struck out and the following be substituted: 


That this committee proceed afterwards to deal specifically with an 
examination of the public accounts. 


Mr. Fitemina: I am not suggesting to Mr. Thatcher how he ought to put his 
motion but I do not see how an amendment to a motion for adoption ‘of a report 
can purport to take all of the words out of the report. It seems to me that all 
that can be done is to say that the report be not adopted and that this com- 
mittee do whatever Mr. Thatcher thinks is right. 

However, I just want to put this thought forward. I do not yield to anyone 
in this committee in my desire to get on with the public accounts as quickly as 
we can. We have spent three quarters of an hour this afternoon in a not too 
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seemly wrangle about where we are going from here. I urge that we get on as 
expeditiously as we can with this particular part of our inquiry. We are nearly 
through with this. 

Mr. TuHatcuer: No, we will not be through this year. 

_ Mr. Fiemine: Well that was certainly not the idea of the steering com- 
mittee because the steering committee was definitely of the opinion that we 
would be through with this particular inquiry this week. We talked about the 
number of hearings required for various witnesses and the next meeting of the 
steering committee, presumably at the first of the week, is going to do two 
things; one, to dispose of the question of estimates by submitting an interim 
report to the House; and secondly, to get on with the matter of the public 
accounts. 

The CuHAirMAN: The Auditor General’s report? 


Mr. Fiuemine: We have these remaining items in the Auditor General’s 
report. Surely we want to get on without undue delay to the items the members 
desire to ask questions upon in the public accounts. 

With all due respect for the desire expressed this afternoon, we want to get 
on with this as quickly as possible and, I think if we apply ourselves and do not 
drag out the questioning we can conclude this part of our inquiry. It has gone 
on quite some time now but I think we can conclude it quickly. 


Mr. Masor: This is new to me, but, as the gentleman has said, looking at 
it from a distance, I think we have spent a considerable number of days studying 
the problem of the estimates and, as we are just about through with them, I do 
not think that we should cut them out and throw them overboard now. We have 
been here nearly fifty minutes discussing something that is not getting us any- 
where. If the farmers of this country were to lose as much time over their line 
fences there would be so little production that there would be no one alive in this 
committee. I think we should get down to the real business of our study and as 
soon as we have gone through the estimates we can go on to a study of the 
accounts. 


Mr. Fraspr: Mr. Chairman, I was in the steering committee meeting today 
and I understood, in connection with the estimates of the Department of Agri- 
culture, that as soon as we finished we would have other witnesses. 


The CuarrMAN: As soon as we finish with this matter of the agricultural 
estimates we will have the Comptroller of the Treasury whose presence has been 
asked for by Mr. Wright, Mr. Macdonnell, and others. Afterwards, the witness 
may be Mr. McIntyre or Mr. Bryce. We can find out from the deputy minister 
of finance what the procedure was before 1938 when these changes were brought 
in, so that we will be in a position to make a decision about a) present system; 
and so that we will also be able to form an opinion about Mr. Sellar’s suggestions. 

Then, there are the matters of Cartierville and the Support Board. 


Mr. Fraser: Just a minute, Mr. Chairman; before we get into Cartierville, 
we will not have covered the itents in the public accounts? 


The CuarrMan: Well the Cartierville matter has been brought up by Mr. 
Drew. 


Mr. Fraser: We would have that first? 


The Cuarrman: After the comptroller and, so on. This question was raised by 
Mr. Drew when we were discussing the memorandum prepared by Mr. Bryce at 
the request of Mr. Drew to see if we could not agree on a summary to be given 
at the beginning of the estimates, a summary by functional classifications. That 
was discussed during two meetings of this committee. At the time Mr. Drew 
raised doubt about a question and brought the matter before us, and I think we 
ought to clear it up quickly. 
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Mr. Fraser: I would like to get into public accounts. 

The CHAIRMAN: So would I and so would all of the members. 

Mr. Fraser: On aécount of the wording of Mr. Thatcher’s amendment I feel, 
with Mr. Fleming, that I cannot support it. 

Mr. Browne: May I say a word? It seems to me you are going now into 
the report of the Auditor General? I suggest to Mr. Thatcher he might with- 
draw his motion until we have finished with the report of the Auditor General 
and then take it up after that. 


Mr. TuatcHer: I want to say this: I am not particularly worried where that 
amendment comes in; if you want it at the end of the Auditor General’s report, 
that is all right. We have been in parliament now for three months and the 
public accounts committee has been sitting for two months, and I think we will 
continue sitting here without getting to the public accounts. If we can get to the 
business that has been referred to us by the House, it will be all right with me, 
but I do not think we are going to get to public accounts this year. Surely, the 
main job of this committee should be to call two or three departments this year, 
call them whichever way you want, pick them out of the hat, if you wish, and 
let us examine them, and let every department be prepared to come before us 
next year. That should be our business rather than frittering away our time 
with estimates. 


The Cuarrman: May I make a suggestion? The last paragraph of this - 


report says this: < 


It was agreed that the question of the order of business to follow the 
Auditor General’s report be decided at the next meeting of the subcom- 
mittee. 


What would you say if we struck these words out and replaced them by the 
following words: 
That this committee proceed afterwards to deal specifically ait an 
examination of the public accounts. 


Now, I am going as far as I can go to meet your views, Mr. Thatcher, and still 
remain consistent with what we have done up to now. We say in the last para- 
graph of the report of the subcommittee that we leave the matter of subsequent 
work to the subcommittee. Let us withdraw these three lines and let us say as 
the last paragraph: 
That this committee proceed afterwards to deal specifically with an 
examination of the public accounts. 


That would definitely commit the committee, once the present work is finished, 
to take up public accounts, and, I think, if we want to be consistent— 

Mr. Tuatcuer: I do not think that will get us where we want to go, Mr. 
Chairman. ; 

Mr. Crotu: Let us have a vote. 

Mr. Fieminc: Mr. Chairman, may I say a ihsidai: It is understood it is the 
intention of the committee to proceed forthwith with an examination of the 
public accounts— 

Mr. THatcHerR: Was that two months ago? 

Mr. Fiemine: The particular ones were not chosen at the meeting today, 
but it was clearly understood that immediately on the conclusion of the business 


stated there, which we hope will not take long, we will proceed forthwith to an_ 


examination of the public accounts. 


The CHAIRMAN: It is to meet that suggestion that I propose to strike the 
last paragraph of the report of the steering committee. 


ee 
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Some Hon. Mmmperrs: Question, question. 

_ Mr. Wricut: It will be perfectly clear from the proceedings of this com- 
mittee from now on as to whether Mr. Thatcher and I are right in thinking that 
we are not going to get to public accounts this year. 

The Cuarrman: It all depends on how the committee conducts itself, and 
confines itself to the-business of the day. 

Mr. Wricut: The proof of the pudding is in the eating. 

Mr. TuHatcHer: When are we going to get there? There is no other meeting 
of the public accounts committee called for this week. 

The CHAIRMAN: We give notices of the subsequent meeting as we go along. 
For instance, we are intending to have another meeting tomorrow. 

_ The AR is on the amendment moved by Mr. Thatcher that would 
strike out the whole of the report; the amendment is “That all words after the 
word subcommittee in the first line of the second paragraph thereof be struck 
out and the following words substituted: That this committee proceed at its 
next regular meeting to deal specifically with an examination of the public 
accounts.” 

Those in favour of that amendment? Those opposed? 

I declare the amendment lost. 

Now, there is before us a motion made by Mr. Croll that we adopt the 
report of the sub-committee. 

Those in favour?. Opposed? 

I declare the report adopted. 

Now, we have Mr. Taggart as a witness today, to deal with Mr. Sellar’s 


report on the estimates of the Department of Agriculture. 


Dr. J. G. Taggart, Deputy Minister of Agriculture, recalled: 


The CHarrMAN: We had reached item No. 3. I will at the same time, call 
Mr. Bryce to sit beside Mr. Taggart. 

Now, gentlemen, the question is on item 3, page 3 of the memorandum of Mr. 
Sellar on Agriculture estimates. 


3. Vote 12, “Plant Protection $731,705”, is in a somewhat different category. 
The Public Accounts (page A-14) state it is ‘required for “the enforcement of the 
Destructive Insect and Pest Act”. It is suggested that the text be changed to 
read: 

To provide for the administration of the, Destructive 
Insect and Pest Act, c. 47, R.S., and amend- 
ments thereto; but charges shall not exceed 
: for payhst charges 


Are there any questions to the witness? 
Mr. Crouut: No questions. 

The CHairman: Item No, 3. 

Carried. 


Item No. 4: the pooling of three votes in the estimates concerning exper- 
imental farms service administration, central experimental farm and branch 
farms and stations, 
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4. The votes reading: 
13. Experimental Farms Service 


Adinoinis tration fit tren «tice Sie svete eens $ 129,780 
14. Central Experimental Farm .......... fetta he 1,868,118 
(15. Branch farms and stations and | 

UlUSERa tL ON setae ONS Wel clei iaicnten a tibe ase teeta 5,977 447 


stem from the Experimental Farm Stations Act, c. 61, R.S., as amended. The 
three votes collectively provide for such things as: 


Salaries. and wares on Use eee Ne etter See $4,263,034 
Acquisition or construction of 

huldings and works's Vori. sine yea ae 1,807,349 
‘Acquisition “or equipments ic tie a) palomitas 493 369 
Stpples) and “amvaterrale i: eye we Oe eae Me ees 432,706 
Printing and sta wonery) CLC) Flee yelnaw we cee tare 237,925 
jikra vel experises (ari) Cates: oii, WM ALS Sa ee na 237,720 
Peed Tretcht, Cartage wee yy thse ME gaan 236,180 


The printed details require to be supplemented by latte. notice of a sub- head 
in the printed details to Vote 303 (Public Works) : 


Experimental Farms and Science Laboratories— 
replacements, repairs and improvements to 
Diidings lh LRN Oe ROR gee ae eave $ 500,000 


In the main, this sub-head is administered by Agriculture. 
Any questions? 
Carried. 


Item No. 5. 


5. It 1s suggested that the provision for construction be transferred to a 
works’ vote and the votes then consolidated to read: 
To provide for administration and operation of farms for 
the purposes of Experimental Farm Stations Act, c. 61, 
R.S., as amended, but charges shall not exceed 
: fori Paylisthe Charred Kauai: eli ane ics uy eens $ 


The details would be made more illuminating by developing material identifying 
the farms and giving financial information respecting their operations. 


Mr. Wricut: We brought Mr. Taggart here to give the committee his — 


opinion on these items, and I would like to hear his opinion. 


The CHainMAN: It is up to you to ask questions of him, then, on any of 
these items. It was moved by Mr. Drew the other day that the logical way to 
deal with Mr. Taggart was to ask him his opinion on each of the items as we 
went along. 


Mr. Wricut: Do not make a speech. All I want to do is to ask nan to 
express his opinion on this item. I am asking that for every one of us present. 
We are on item No. 5, are we not? 


The CHAIRMAN: We are on item No. 5. Do you care to express an opinion 
for us on it, Mr. Taggart? 


Mr. Wricut: You do not need to read it to him, Mr. Chairman. 
The CHAIRMAN: He can read it himself. 
Mr. WricutT: I presume he read the report before he came here. 


The Witness: Item No. 5 is to suggest that the provision for construction 
be transferred to a works’ vote, and the votes then consolidated into one. 


SS ee 
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That would offer no difficulty in administration from the viewpoint of the depart- 
ment, and it would not materially change the present practice as far as I can 
understand 1 


Mr. Wricut: That is what I wanted, Mr. Taggart’s opinion, 
The CHarrMAN: Item No. 5? 
@arried,'\ 


Item No. 6. 
6. Votes 17 and 18 are: 
Health of Animals 
17. Administration of Animal Contagious Diseases 
Act and Meat and Canned Foods Act..... ... $3,661,965 
18. Compensation for animals slaughtered........ 1,091,292 
These could be consolidated into one vote: 


To provide for the administration of the Animal Con- 
tagious Diseases Act, c. 6, R.S., as amended, and the 
Meat and Canned Foods Act, c. 77, R.S., as amended, 
but charges shall not exceed: $ for paylist 
GLCEMELS OT INDRA Gig sere Goer Le Wee a SLRS AON ea TN Ete Oa EM + $ 


The CuHairnMANn: Mr. Taggart, have you any views to express on that item? 


Mr. Rosinson: Mr. Chairman, what do you mean by “carried”? Are 
we giving approval by using the word “carried”? What you really mean is 
that there are no questions on that item? 

The CHatRMAN: That is to show that we have reviewed this item and the 
discussion is over and we are passing on to the next item. 


By Mr. Thatcher: 


Q. What does Mr. Taggart think of this item?—A. Aduiinetriteele there 
would be no difficulty in consolidating the two votes into one. 

Q. What would be the advantage?—A. No advantage. 

Q. You would be neither for nor against?—-A. It makes no Hiperene to 
the department. 


The Cuatrman: Any further questions on item No. 6? 


Item No. 7. 


7. There are two votes which involve general administration and also the 
administration of the Live Stock and Live Stock Products Act and the Live 
Stock Pedigree Act. They are: 


Production Service 


TOUS aL ye USC eae) te OTL) Day warner a Wiaarael Lacy $1,342,738 
Marketing Service 
28. Live Stock and Live Stock .Products.......3..... 1,204,012 


They are now separate votes, perhaps because a different director is responsible 

for the administration of each. However, the grant is not to a director, but 

to the Crown, and a division of the money can be controlled by section 26 

of the Consolidated Revenue and Audit Act 1931. Four-fifths of the total is 

for salaries and travel expenses. Departmental convenience is here of concern; 
62649—23 
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but from the, accounting viewpoint, application would be simplified were they 
consolidated to read: 
To provide for the administration of the Live Stock and 
Live Stock Products Act, 1939, and of the Live Stock 
Pedigree Act, c. 49, 1982, and for other services 
relating to Live Stock, but charges shall not exceed 
$ fOr) Paylisn. Charcese Meta Le Sa es SRE $  / 
Mr Jounston: Would Mr. Taggart’s view be the same on item No. 7? 
The Wirness: No, Mr. Chairman; if I may express a view, those votes are 
set up according to administrative divisions in the department and if the two 
votes were thrown into one it would cause considerable work in unscrambling 


the vote after it was passed. If that was decided we could do the work but it — 
would not be very profitable work. 


The CHARMAN: Item No. 8. 
8. The text of vote 20 is: 
Plant Products 


Seeds, Feeds, Fertilizers, and Fungicides Control, 
including grant of $40,000 to Canadian Seed 
Growers Association) 5 or) anes ein ete $1,261,533 


It is suggested that the $40,000 grant be transferred to the vote next sug- 
gested and the text changed to read: 

To provide for the administration of the Seeds. Act, 
c.40, 1937, as amended, Feeding Stuffs Act, c. 30, 
1937, as amended, Fertilizers Act, c. 69, RS. 
amended, Pest Control Products Act, Co 21e 1939, 
Inspection and Sales Act, c. 32, 1938, as amended, 
and the Hay and Straw Inspection Fe LEE 6 26, 
1932-33, and for other allied services; but charges 
shallvnot: exceed. $. \ tesa. for paylist charges... $ 


Mr. Wrieut: I would like you to ask for Mr. Taggart’s opinion on that, 
Mr. Chairman. 


The CHAIRMAN: Well, say so. You have reproached me for speaking too 
much. If you want Mr. Taggart’s opinion, ask him. 


The Witness: No. 8. The suggestion is that vote No. 20 be attached © 
specifically to the legislation that is enforced by that division. The only dis- 
advantage in following that from the point of view of the department would be 
that the Plan Products Division which administers all of these acts, also does — 
other work of a related nature, some of which is not based directly on this 
legislation. If the vote were based purely on the related legislation, then we — 
would probably have to provide elsewhere for other functions discharged by that 
branch, and that again would be to add to administration and create difficulty, 
but it could be done. However, I do not seé any good reason for doing it 
that way. 


Mr. THarcHer: You cannot see any advantage to it? 
The Wirness: No, we cannot, from our point of view. 
The ‘CHAIRMAN: Is that all on ttem No. 8. 


Item No, 9. 


9. There are three votes for donations and contributions: 
4. Contributions to Commonwealth Bureaux... .$ 56.821 
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_ 21. Grants to Fairs and Exhibitions, under such 
terms and conditions as may be approved by 
the Governor in Council and subject to allo- 


cation’ bythe: ‘Treasury’ Board]... 5 ya. 536,400 
22. Grants to Agricultural Organizations, as 
GOLALLO IN! CHE Staves ie tien nee Re ety Lie 44,500 


In addition, there are the grants such as set out in Votes 20 and 27, as well 
as those listed in the details (see pages 85 and 86, for example). These could be 
brought together with the three votes and presented in a consolidated vote: 


To provide authority to make grants to Commonwealth 
Bureaux, Agricultural Organizations, Canadian 
exhibitions and fairs, ete.. as listed in the details of 
the Estimates; such grants to be subject to such 
terms and conditions as may be approved by the 
POVeLIOR Mm OUNCL = wes wei eg eee Maen me hen er a. $ 


The details would necessarily be set out in a way to meet the requirements 
of the vote’s text. 


Mr. Wricut: Mr. Chairman, through you, again, I would ask the witness 
his opinion on that item. Has he any objection to item No. 9? 


The Wirness: We would be inclined to object to the recommendation here 
_ because our grant to the Commonwealth Bureaux is one that is based on an 
agreement among the commonwealth countries that support these bureaux, 
the chief job of which is to abstract scientific literature and to supply the 
abstracts to scientific workers. It is quite a technical job. In my opinion it 
would be desirable to keep them separate. If the grant to the bureaux was 
mixed with those other grants we could pick it out and pay it separately but 
it seems confusing to list grants to that kind of an organization with grants 
to fairs and exhibitions and other such bodies. It seems a clearer statement 
of the intention to say that there is so much money for fairs and exhibitions 
and so much for other organizations rather than rolling them all into a single 
vote. 


By Mr. Johnston: 


Q. If they were all rolled into a single vote would it leave you a greater 
latitude than it does now?—A. Presumably you could switch funds from grants 
to the bureaux to grants for an agricultural fair at Melfort, for imstance. 

Q. And you think that would not be advisable?—A. Tt might be faenll 
possible, but probably it could not be done or would not be done. 


The CHAIRMAN: Item No. 9? 


Item No. 10. - 

10. Vote 25, “Dairy Products $654,876”, is a salary vote made necessary 
by the Dairy Industry Act. The text might read: 

To provide for the administration of the Dairy Industry Act, c. 45, RS., 

as amended, but charges shall not exceed $ for paylist charges 

$ 

The details would be similar to those of other votes which are administrative 
in nature. 

Mr. TuHatcHer: Has Mr. Taggart any comments to make on No. 10? 

The Witness: I have the same comment to make on that as I made with 


respect to item No. 8. The entire work of the dairy products division is not 
based on the Dairy Products Act; it does other work based on general depart- 


~~ 
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mental operations, and a segregation of those votes into two or three different 


votes would add to administrative difficulty and cause confusion, and would 
tend, in some cases, to obscure the real purpose of the vote. 


The CuarrmMan: Any further questions on item No. 10? 


Item No. 11. 


11. Two votes which have much in common are: 
26. Subsidies for cold storage warehouses under the Cold Storage Act, 
and grants, in the amounts detailed in the Estimates $644,159 
35. To provide for assistance to encourage the improvement of cheese 
and cheese factories $1,400,000. | 


Vote 35 is regulated by the Cheese and Cheese Factory Improvement Act. 
Sometimes payments under Vote 26 do not qualify under the text of the Cold 
Storage Act, therefore they ‘are not paid as statutory subsidies, but as grants. 
These could be consolidated into one: 

To provide for the payment of subsidies, premiums and grants made 
under the authority of the Cold Storage Act, c. 25, R.S., and the Cheese 
and Cheese Factory Improvement Act, c..13, 1939, as amended, and 
to make grants for the purposes of the Cold Storage Act in the amount 
detailed in the Estimates $ 


The details should, of course, state the reasons why exceptions are being 
made. . 

Mr. TuatcHer: How would that 26 and 35 be in here, Mr. Chairman. I 
don’t quite follow that. 

The Witness: They are different things, Mr. Chairman. All the subsidies 
paid for cold storage warehouses have been in effect for a long time. I don’t 
remember the date they first came in, but I think it is 1907. 

Mr. Benipickson: Do you agree with his basic statement there that the 
two votes should be bunched together in one? 

The Witness: No, they have very httle in common in my opinion. One is 
specifically directed toward the improvement of cheese and cheese factories 
while the other one is a general provision to assist in the construction of cold 
storage warehouses for the handling or storing of all kinds of products. 


Mr. TuHatcuer: It is your opinion, then, that they should be kept separate? — 


The Witness: That is my opinion, yes. 


By Mr. Johnston: 
Q. May I ask you a question about No. 10, where he suggests that there be 


a 
¥ 
2%. 


an eT a a 


so much for one item and so much for the paylist charges. Can you tell me — 


whether that is better that way? Has it been the custom to transfer moneys 
from items to salaries?—A. Within the vote, it is legally possible with the 
approval of Treasury Board to transfer from one suballotment, or from one 
allotment to another allotment—these allotments are bookkeeping items that are 
set up after the estimates are passed. 


@. If you had Mr. Sellar’s plan you think that would be impossible?—A. If 
Mr. Sellar’s plan were adopted with respect to that particular point salaries and 


wages within the estimates would not be transferable, we could not transfer any 
amount in excess of that already provided. 


Q. Apparently that has been done up until now, therefore Mr. Sellar is 


objecting to it; is that it?——A. I think Mr. Bryce explained that point at the last 
meeting of the committee, Mr. Chairman. Mr. Sellar’s objection there is based 
on a section of the Civil Service Act, I think it is section 42. 
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The Cuairman: I think, Mr. Johnston, your question is one which should 
be directed to Mr. Bryce. 


Mr. Jounston: I think Mr. Bryce did answer it, but I was trying to get 
Mr. Taggart to tell me his views on that. 


The CHarrMAN: Any further questions on 10 or 11? 


Item 12: 


12. Another group of votes with a common purpose is: 
27. Fruit, Vegetables and Maple Products, and 
Honey, including grant of $5,000 to Canadian 


ELOVUICUE CUES Lb AV OUNCE eels eoulom ar sin hte Dea wias $989,000 
36. To provide assistance for the replacement of 
maple nroduebion equipments 7.0)" vay eee fa 500,000 


38. For assistance in construction of potato ware- 
houses under regulations to be approved by the 
Governor ini GeO GLb, Wid re iii tps Oh ora r 100,000 


These could be consolidated into one, but presumably limitations as to 
amounts should be kept, so the text might read: 


To provide for the administration of the Fruit, Vegetables 
‘and Honey Act, c. 62, 1935, and of the Maple Sugar 
Industry Act, c. 30, 1930, and for other allied services, 
and to provide assistance for replacing maple pro- 
duction equipment and in constructing potato ware- 
houses, such assistance to be subject to such 
regulations as the Governor in Council may approve; 
but charges shall not exceed: 

for paylist charges 

500,000 for replacing maple production equip- 
ment, nor 

100,000 for constructing potato warehouses ...... $ 


Details, in addition to the usual information re staff, travel expenses, etc., 
should set out the proposed scale of assistance for the equipment and warehouses. 


Mr. Jonnston: No. 12. This likely would. be for Mr. Bryce, but I wonder 
if he would explain the item there “for paylist charges, $500,000 for replacing 
maple production equipment,,nor $100,000 for constructing potato warehouses”. 
Why would Mr. Sellar put that in there? 

Mr. Bryce: Well, sir, I assume that Mr. Sellar put that in there to achieve 
the purpose stated of limiting the expenditure within vote. In this suggestion for ~ 
the wording in consolidating the votes there, he is endeavouring to avoid giving 
enough latitude to use this money generally for increasing the amount spent in 
salaries or for using the subsidy for replacing pe production equipment or 
the construction of potato warehouses. 


Mr. Jounston: He is absolutely stating the basic charges in the estimates, 
is that why? 
Mr. Bryce: Yes sir. 


Mr. Cavers: Then he has consolidated the $5,000 grant to the Canadian 
Horticultural Council in with the vegetables and maple products and honey. 


Mr. Croutu: There is another memorandum on that. 


| The Cuatrman: May I ask a question? I would like to know Mr. Paar S 
opinion. At the bottom of page 6, item 12, the item which is under consideration, 
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where he agrees with you, I see that Mr. Sellar indicates that paylist charges for : 
replacing maple production equipment shall not exceed $500,000, that that is 


guaranteed by the vote. 


The Witness: That is in the estimates as they stand now. That specific 
amount is for that particular purpose today, and we cannot exceed it. 


The Cuatrman: So that it really means nothing, it makes no difference. 
Mr. Fraser: If you were to adopt Mr. Sellar’s proposal you would have to 


change it and you would put in the estimates either $600,000 or $400,000, and | 


in that case it could not be changed, but the paylist and wages would be left. 
The CHatrmMaNn: The. paylist and wages, if I might say so, Mr. Fraser, 
would change from year to year, they could be changed. 


Mr. Fraser: That would be defined within the estimates ek that is what we 
would be bound by; you could not overstep it. 


The CHatrMAN: Under this proposal the item would be limited to $500,000 | 


which would apply to paylist charges. 
Mr. Browne: They could not offer it as is the case now. 
The CHAirMAN: That is why we gain nothing and we lose nothing by this. 


Mr. Brentoickson: Does Mr. Taggart think that members of parliament ~ 


would have a better conception of what is involved in this by accepting Mr. 
Sellar’s recommendation? 


The Witness: From the departmental point of view we think of these in 
terms of duty or purpose or interest we are to serve, but we do not think at the 
same time of maple syrup and potato warehouses, and we therefcre provide for 
them separately through a system of departmental units; so from that point of 
view it seems logical to lump two such unlike items together, and we supposed 
that perhaps members of parliament might see that in the same way we do, 
although we do not know that. 


Mr. Crouu: I think you are quite right, one usually would not lump maple 
products and potato warehousing together. 


Mr. Fuurorp: On this particular item is there any way of getting informa- 
tion as to whether this money goes to any province outside of Quebec? I see 
the only province indicated on the list is Quebec, and I was wondering what the 
situation was with respect to the other provinces, whether they are being looked 
after in respect of maple products? 

The Witness: Yes, it is available to other provinces who qualify. In 
order to qualify for this payment the province must first pay and submit proof 
of payment and we reimburse the province. 

Mr. Masor: That would pay for the replacement of the lead equipment. 

The Wirness: Yes. . 

Mr. Crouu: Do the other provinces ever get any money out of it? 

Mr. Fuurorp: That is what I was getting at; the other provinces apparently 
don’t get any direct advantage of this grant. 

The Wirness: The main reason for that I think, Mr. Chairman, is that the 
maple sugar producers in Quebec are practically the only exporters. who are 
affected by this lead content. The other provinces are not exporters and there- 
fore are not directly affected. 

Mr. Benipicxson: Mr. Chairman, I don’t want to spoil this questioning 
but the suggestion has been made that it is not in order at this time. I feel that 
it is the kind of questioning which is going on now which has caused so much 
delay in the proceedings of the committee. I think that we should confine 
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ourselves to a discussion of the form of the estimates. Had we done that before 
fT think we would not find ourselves in the position we find ourselves in today. I 
think we should confine ourselves strictly to the form of the estimates. 

Mr. Fuurorp: I agree with Mr. Benidickson. I let my curiosity get the 
better of me. 

Mr. Benipicxson: We have all been doing that and that is why we have — 
taken so long to discuss this item of the form of the estimates. After all, we are 
only examining the estimates from the point of view of the estimates being based 
on the form of our public accounts, and any question pertaining to that is 
relevant. 

The CuairMan: That is right. 


Mr. Benipickson: While I am speaking I would also like to point out that 
this thing is quite properly in front of us as it is referred to in the Auditor Gen- 
eral’s report, the last paragraph at the end of page 1 of his report. 

Mr. Fraser: That is right, Mr. Chairman; we are not allowed to refer at 
this time to questions of expenditure. 

The CHARMAN: No, not if it is a matter pertaining to the public accounts; 
we are just on this recommendation of the Auditor General. 

Mr. Fraser: Well, Mr. Chairman, if Mr. Benidickson had not taken an 
objection I was going to, because I tried to get some information out of the 
witness in regard to No. 3, on information services and publicity and one thing 
or another and I wasn’t allowed to. 


The CrairMAN: I admit quite frankly to both Mr. Benidickson and Mr. 
Fraser that Mr. Fulford was out of order, but because it was his first offence I let 
him go a little further than I perhaps should have. 


Item 13: 


13. No change is suggested in the following votes because they are not 
regarded as being long-term policies: 


30. Freight Assistance on western feed grains .... $5,000,000 
SL GASTICULU TAN IMIMeN ASSISLANICE My dio Os ele icert 435,000 
33. Meat Board, including quality premiums on A 
BNC dn STAAC MNO CALCHSSES tian) 15 Bil. Sek es 5,854,633 
Details should explain the purposes, policies, etc., of each. 
Item 14: 


14. No material change is suggested in Vote 37, “Agricultural Products Act”, 
but explanatory details should be provided. 


Mr. Fraser: May I ask Mr. Taggart if he has any comment on this item? 


The Wrrnuss: There is no change suggested from the present practice so I 
have no comment. 


The CHAIRMAN: Item 15: 


15. Votes 39 and 40 both come within the ambit of the Prairie Farm 
Rehabilitation Act. hey read: 
39. Prairie Farm Rehabilitation Act and Water 
SLOLAC CU Ne Me  sevedenvall ok puke reo. hah aa $3,750,000 
40. Major Irrigation and water conservation projects 
in the Prairie, Provinces «6.1... eee wee «++ 7,719,500 
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Some activities are producing substantial revenues (for example, in 1948-49 
community pastures produced $175,917). These could be consolidated under a 
text reading: x 

To provide for the administration of the Prairie Farm 

Rehabilitation Act, c.23, 1935, as amended, and 
operation of projects and for works projects ¢ as set 
out in the details of the Estimates: ........2...5.. $ 


The details should be descriptive of existing projects, as well as of new 
undertakings. 

Mr. TuatcHer: I have a question there, Mr. Chairman, relating to the 
form of the estimate which is for $8,750,000. Is there any reason why in that 
form we could not have a payroll estimate; and the same questions apply to 
item 16. 


Mr. Croxu: Item 16 does not suggest payroll. 
Mr. Fraser: No, it only provides for salaries. 


Mr. THatrcHer: You have the same thing there in both 16 and £5 et 
provision was made there for salaries and wages I think that would prevent 
juggling, may I say, and I want to know how much is for materials and how 
much for salaries, and is there any way of showing salaries and wages separately? 


The CuHatrMAN: I would not want to offend you by saying that you are 
an expert at juggling, Mr. Thatcher. 


By Mr. Thatcher: 


Q. I want to ask Mr. Taggart if that could be done?—A. Quite possibly. 
The breakdown for that would be found in the detail in the back of the estimates 
book. 

@. Can you show me the amount we are spending for salaries?—A. I had 
not completed what I had intended to say. 

Q. I am sorry.—A. It is possible to ‘break that item down to show salaries, 
wages, freight, telegraph and so on, on the so-called functional classifications. 
It is also possible to break it down according to projects. If you will look at 
the Auditor General’s report for 1948/49 you will find it broken down by both 
methods at page A-31 for salaries and wages on page A-32, projects. Wages 
can be used for the acquisition of works so it is classified in both ways in the 
report. 

@. Excuse me. I don’t want to disagree with you, Mr. Taggart; but on 


page A-31, as I recall it, you have got the estimates and then you have the 


expenditures; broken down, it is true enough; but we are talking about the 


estimates, as I understand it, and there is no place where it is broken down in , 


the estimates in your blue estimate ‘book, in this book here; you just have this 
vote figure of $3,750,000, and I want some figure put in there to limit the 
salaries —A. Mr. Chairman, I pointed out in my written submission that it is 
somewhat difficult to give a breakdown of the estimates in the detail part of 
the book by two different methods, unless you want to prepare two separate 
books. . | 

The CHAIRMAN: May I say there, Mr. Thatcher—and I am indebted to Mr. 
Browne for this—that on page 96 you have a breakdown of the items where you 
see item 39, which appears on page 6. Thank you for that, Mr. Browne. 


Mr. THatcHer: I am sorry, Mr. Chairman, I don’t just follow that. Where 
do you show the salaries? 


The CHAIRMAN: No, no, the detail for the $3,750,000. 
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Mr. TuHatcuer: I know, but in 16 Mr. Sellar makes the suggestion that 
the maximum for salaries he inserted, and I want to know if it would pot be 
possible to do the same thing in 15 for ‘the P. F. R. A.? 


The CHarrMan: No, he has an item here for headquarters, for he acdminis- 
tration of the whole thing. 


By Mr. Thatcher: 


_  . That is what I want to get at. Of this amount of $3,750,000, how much 
is salaries and wages? I want to know if that can be shown?—A. There would 


be no difficulty in doing that from a departmental point of view, Mr. Chairman. 


We do provide for salaries in that amount— 

Q. But I want to include salaries and wages.—A. But if you include wages 
it would cause us, or might on some occasions cause us considerable difficulty. 
Sometimes we have had “difficulty in getting contractors to bid on a job that 
had to be done, or ‘bids were regarded as being too high. In some cases where 
that happens we undertake to do the work by acquiring or hiring equipment 
and hiring men. Now, when we do it by that method, because manpower would 
then be classified as wages, whereas actually the wages paid in that kind of 
enterprise also includes equipment and works. If you were restricted in wages 
to labour employed on the projects, if you were to hold strictly to that, then 
we could include that in this item, and that method of classification is not only 
possible but is actually being followed. | 

Mr. TuatcuHer: I can see the difficulty, Mr. Chairman, but I would like the 
vote to include that. I do not suggest that there is anything wrong in this 
procedure but it is one that I do not like to follow. I think it can be afforded 


in this vote 39 in the future; and I think that if we decide to give men salaries 


and wages that parliament should vote money for that purpose to the P.F.R.A. 


The CHAIRMAN: We do it that way now, as the witness explained, except 
for wages. 


By Mr. Fraser: 

Q. I would like to know if it can be done——A. As I said, Mr. Chairman, 
it can be done but it would or might in some instances seriously hamper the 
work, and for that reason we recommend against it. 

Q. How would it hamper the work?—A. As I tried to explain, Mr. Chair- 
man, in some circumstances we found it impossible in advertising to get bids 
or let contracts for the construction of a project and in such circumstances we 
could go ahead and do the work ourselves using our own equipment or hiring 
it and using our own men. That limitation on wages would stop that sort of 
construction from being carried on. In 1948, for example, we experienced 
creat difficulty in getting contractors to undertake small water developments. 
Many of the contractors who might normally do that kind of work were 
engaged in bigger projects elsewhere and we could not get them. Conse- 
quently, in order to avoid our work being stopped altogether, we ‘hired or 
bought equipment, and then hired the men and paid for the supplies and 
materials and constructed the projects ourselves. If we had not been able to 
do that, our work would have either been stopped or seriously reduced that 
year. 

Q. How much equipment. did you purchase for this type of work?—A. I 
cannot tell you off hand. We have a complete inventory of the equipment, 
which could be produced. 


The CuatrmMan: Again we are leaving the question of principles. 
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By Mr. Wright: 

Q. It is a question of how we are going to break down this vote; and. iene 
we can get some of the details, I do not know how we can determine whether 
or not the principle be right. We are trying to determine what equipment the 
department might have, because if they have it, they could use it rather than to 
let contracts.—A. I could produce an inventory of it on short notice. 


By Mr. Browne: 7 

Q. I do not know if I am out of order, but I have brought along the 
1949-50 book giving the 1948-49 estimates; and the witness has referred to 
page A-31; but I can find no comparison between what is stated in the esti- 
mates and ‘what. j is shown in this book of estimates; the figures are dissimilar. 
I wonder if the witness can reconcile that difference? These do not compare 
with what is on page bs . That is for a different year. 

Q. That one is; but this one is for 1948-49-——A. As I understand it, I 
believe that the public accounts are finally published in the same classification 
in which they appear in the details of the estimates for that year. 

Q. That is the way it is given there. 


® 


BURN TOU: 

@. Possibly Mr. Bryce is able to answer the question.—A. We have one 
year for the public accounts and the other year for the estimates. 

Mr. Bryce: The thing which would be relevant would be the estimates 
for the year 1948-49, and I did not bring them with me. I am sorry. 

Mr. Browne: What about the appropriation? . 

Mr. Bryce: The Appropriation Act would not divide the $3 million total 
into the detail with which the comparison is made. 

Mr. Browne: This large amount seemed to be out of proportion for 
1949-50, and 1950-51; there seemed to be no semblance between the public 
accounts and the book called “Estimates”. 

Mr. Bryce: Perhaps we could send for the estimates for the year 1948-49; 
I think that would shed some light on it, and we might return to it at the end 
of Mr. Taggart’s memorandum. 

Mr. Tuatrcuer: I think the crux of the matter is that no matter what 
party is in power—this is not a political matter—the form of these estimates, 
item 39, is a dangerous one, if all we do is to vote a total and the payrolls may 
be doubled or halved and construction work juggled around in a similar way. 

The CHatRMAN: Ask your question. 

Mr. THarcHserR: Would it not be possible when this vote is made to have 
a salary maximum as suggested by Mr. Sellar? Mr. Sellar must have thought 
it was dangerous, because in connection with P.F.R.A. he made such a suggestion. 

Mr. Rosertson: He answered that question three times, to my knowledge. 

Mr. THatrcHer: I am sorry. Perhaps the hon. member is a little smarter 
than I am. 

The Witness: Am I expected to answer it further? 

The CHAIRMAN: Yes. 

Mr. Tuatcuer: Will he do that next year, and show the thing in a dif- 
ferent way? 

The CHATRMAN: You should not ask him if he will do it next year. You 
can ask him if he thinks it advisable, or if he thinks it could be done. There 
is a ministerial responsibility involved. He can tell you whether or not he thinks 
it is all right. Your question is all right if it is directed to the witness in his 
proper capacity. 
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Mr. Crouu: Let us get on to the next item, Mr. Chairman. 
The CHAIRMAN: You are satisfied with the answer, Mr. Thatcher? 
Mr. THAtTcHER: Yes. 


The CHAIRMAN: Item 16 “The only change suggested is to insert a maximum 
for salaries”. Are there any questions? 


16. Vote 41 now read 


41. Prairie Farm Assistance Act Administration .......... § 500,000 
The only change suggested is to insert a maximum for salaries. ? 


By Mr. Johnston: 


Q. I would like to have Mr. Taggart’s view on that. Do you agree there 
with Mr. Sellar?—-A. This suggestion, I take it, as far as I can see, applies to 
all the votes. The experimental farm votes, for example, in our current estimates 
No. 138, “Experimental Farms Service Administration”, and No. 14, show “Cen- 
tral Experimental Farm”, and No. 15 “Branch Farms ...”’ salaries, wages, 
materials, and all the other things are included in that one vote. The situation 
is exactly the same as it is with the P.F.R.A. If it is decided that in each vote 
there should be included a maximum for salaries, that will be the maximum 
for salaries as far as the department is concerned. 

Q. Do you envisage salaries as including wages?—A. If that phrase 
also includes wages for casual labour, it would probably seriously hamper the 
operations of the department in some divisions. 


By Mr. Fraser: ms 


Q. When you speak of hampering the department you mean your salaries 
for civil service and temporaries. You have an idea of what they are?—A. Yes, 
sir. 

@. Whereas, in the case of wages, you would not have a cushion to put 
them on?—A. In practice we must vary the expenditure for casual labour in 
conformity with the needs of the operation. 

Q@. Some departments have “casual and other labour” in their estimates. 
But you have to figure out what your casual and other labour would be; and 
you feel that you could not, on projects of this kind, from what I got from you . 
before, figure out just what they would be?—A. That is my view of it at the 
moment; because seasonal conditions so greatly influence the work, and we 
think it would be very difficult to forecast “exactly how much money should be 
spent for wages in respect to constructional and operational projects. 

Q. I think Mr. Bryce said before that the practice at the present time is 
that they can go to the Treasury Board and get permission to take funds out 
of some other section. If Mr. Sellar’s idea were carried out, they could not go 
to the Treasury Board to get those wages. Is that the way you understand it?— 
A. I understand that we could still do so because I understand Mr. Sellar’s 
suggestion to apply to permanent and temporary employees as usually classified 
by the Commission, but not to apply to casual wages. 

@. You feel that it is only the temporary and permanents who are tied?— 
A. That is my understanding. Perhaps Mr. Bryce could deal with this ques- 
tion further. ; 


Mr. Bryce: If I may answer that point, Mr. Chairman, I think one has 
got to interpret what Mr. Sellar had in mind, which is rather hazardous; but 
since he used the phraseology “paylist charges”, I think he must intend to include 
wages and similar costs as well as salaries. That is the assumption in par agraph 
16. He was speaking rather loosely in terms of that. 
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By Mr. Wright: 


@. I would agree with the witness in regard to the allocating of money for 


temporary and permanent employees, and that it could be done under P.F.R.A. 
And I agree with Mr. Sellar that when it comes to allocating a ‘specific amount 
of money for these projects, he cannot determine what those wages may be 
from year to year, and that that fact would have to be left open to the judgment 
of the department during the year. But I do think there should be some estimate 
given as to the approximate maximum amount that the department thinks would 
be necessary for casual wages and labour during a season. I think the Act has 
been in operation long enough now so that the department should be able pretty 
well to determine the maximum that they might need during any season. Do 
you think that would be possible, Mr. Taggart?—A. It would be most difficult 
with P.F.R.A. It would be more useful possibly for our scientific services, for 
example, which are running on a much more stable basis. In regard to the 
seasonal influence there would be more difficulty in that approach with respect 
to the experimental farms, because their supply of labour must vary. with the 
seasons and the work. The more closely your work is influenced by the seasons, 
the more difficult it would be to forecast what your wages would be, if wages 
are made to mean all the money spent to acquire workers and buildings. 


The CHarrMAN: Are you through on this item, Mr. Fraser? 


By Mr. Fraser: 


Q. May I ask another question: in your department, you do list “casual” 
as well?—A. Yes. 

Q. But that is only in certain branches?—A. Mainly in the long established 
branches, what we call the regular departmental services, and especially those 
which have to do with the administration of law such as the Plant Products 
Division. There is little variation in their staff from year to year. But under 
P.F.R.A., if we have to undertake construction on our own, rather than by 
contract, there is quite a difference in the amount of labour required. 

@. In your department I only see, in looking through the details so far, one 
place where ‘‘casuals” are mentioned; and I just wondered if there were others? 

Mr. Benipickson: I think it is referred to at page 97 under “Prairie Farm 


Assistance Act”, and also under “Land Protection, Reclamation and 


Development”. 
Mr. FRAsER: Yes; and it is also under another special Act. 


Mr. Brenipickson: In previous evidence we have heard that they have to 


resort to this at the Farm here in Ottawa. 


Mr. Browne: In the 1948-49 estimates which Mr. Bryce has in front of him 
now there was a different arrangement of estimates which he can explain, and 
which ought to be of interest to Mr. Thatcher. 


Mr. Bryce: The allotments are primarily divisions of the vote as put in the 
details of the estimates for the Prairie Farm Rehabilitation Act; in 1948-49 it 
followed the arrangement which is reflected in the public accounts figures for 
that year. In order to show more clearly the nature of the projects and the 
purposes for which these moneys were being expended, it was changed in the 
estimates for the following year, 1949-50, to something more similar to what it 
is in this current year 1950-51 which is under discussion. Whereas in 1948-49 
there was an amount estimated for salaries and wages in total, that was not the 
case in subsequent years. Experience indicated the sort of point the Deputy 
Minister of Agriculture was making, that is, giving definite information in 
advance on how much would be done by contractors and how much by hiring 
labour. It was more feasible and useful to give the sort of details given in these 
current estimates than what was given in 1948-49. 
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Mr. Browne: Who decided to change the form of the estimates? Does 
Mr. Taggart know anything about it? It is completely changed here? 

The Wirness: My knowledge is only second hand; I was not the deputy 
minister at that time. I think it was done between the deputy minister and the 
- Treasury Board. 

Mr. Bryce: I know that it was done by discussion between the department 
_ and the Treasury Board. The Board was anxious to get a more meaningful type 
of division to explain the vote and a more meaningful division to follow the course 
of the program through the year. I cannot just tell you offhand what the 
responsibility was between the department and the Minister of Agriculture on 
one hand and the Treasury Board on the other, but I know we had discussions 
with them at the time about improving the arrangement of the details in this 
vote. It was done for two purposes: first, to give a clearer picture to parliament 
of the intention of the expenditure; and, secondly, to give to the Treasury Board 
a more sensible method of control over any re-allottments that had to be made 
through the year. 

The CHAIRMAN: Are there any further questions on 16? 


Then we come to No. 17. 


17. Votes 42 and 48 are works’ votes. One is administered by P.F.R.A. 
staff, but as it is not strictly for the purposes of that Act it may be listed 
separately. The votes read: 

42. Land protection, reclamation and development in 
British Columbia under such terms and condi- 
tions as may be approved by the Governor in 
CEGOUITLE TY RO CRG MEa Cote Rf Oie, GAR (Uo aRGR RG APARNA AU Ozu pba a ty $900 ,000 
43. Land wrotection and reclamation, clearing and 
settlement of new lands under such terms and 
conditions as may be approved by the Governor 
I WODOUTI CHES Wa attr curs ea a rare vale eM UO INSTA iAte, he 200,000 

Reference has already been made to provision in various details of votes 
for ‘acquisition and construction of buildings and works”, and to the $500,000 
for experimental farms and. laboratories in Vote 303, Public Works. All of 
these works projects might be consolidated into a vote, or votes, using whatever 
style is employed for works’ votes of Public Works. 

Mr. WrinKLER: Would Mr. Taggart give his opinion on this recommendation 
in No. 17, that the votes may be listed separately? 

The Witness: I am not sure that the Auditor General recommends that 
we consolidate. I think he recommends that we continue as we are. I think 
the point here is that he suggests the inclusion of this in the same style as vote 
303—Public Works—which lists the projects in some detail. As Mr. Bryce has 
just pointed out that practice has been adopted to some extent in the P.F.R.A. 
now. / 

The CuHarrmaANn: Are there any further questions on 17? 


The next is No. 18. 


18. Vote 44 reads: 
44, Maritime Marshland Rehabilitation Act ...... $991,120 
It is essentially for works undertakings, but the text of the Act makes the 
works distinguishable from those discussed in the previous paragraph. No 
change is suggested. 


Are there any questions? 
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Are you satisfied, gentlemen, that we are through with the Deputy Minister a 
of Agriculture? 

Before we pass to another order of business have you any questions to 
ask from the witnesses? | 

Then, according to what the subcommittee agreed, the next witness shall 
be the Comptroller of the Treasury. I think that it will be in order if we 
call him for tomorrow morning at 11 o’clock. up 


Mr. THatcHer: What line are you going to pursue with the Comptroller 
of the Treasury? 


The CHAIRMAN: We have sent the Comptroller of the Treasury Mr. Sellar’s 
‘memorandum; we have sent him a copy of the evidence given up to now; and 
I understand that he will come to us with a brief or a summary of his opinions. 
Then we may ask questions of him on his brief and on Mr. Sellar’s brief on the 
estimates. If we can finish that tomorrow we will be able to go on to © 
- something else. . 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


TuEspay, May 23, 1950. 


The Standing Committee on Public Accounts met at 11 o’clock a.m., the 
Chairman, Mr. L. Phillippe Picard, presiding. 


Members present: Messrs. Boisvert, Browne (St. John’s West), Cauchon, 
Croll, Cruickshank, Drew, Fleming, Fraser, Gauthier (Portneuf), Johnston, Kirk 
(Antigonish-Guysborough), Macdonnell, Major, Picard, Pinard, Richard 
(Ottawa East), Riley, Sinclair, Thatcher, Winkler. 


In attendance: Mr. B. G. McIntyre, Comptroller of the Treasury; Mr. R. B. 
Bryce, Assistant Deputy Minister of Finance. 


The Committee resumed consideration of memoranda tabled by Mr. Watson 
Sellar, Auditor General, on April 27 and May 2, respecting the preparation of the 
estimates and a suggested draft of the estimates for the Department of 
~ Agriculture. 


Mr. McIntyre was called, heard and questioned. 


It was agreed that a statement presented to the Standing Committee on 
External Affairs by the Hon. Lester B. Pearson, Secretary of State for External 
Affairs, on May 4, 1950, respecting Item 67 of the Estimates for 1950-51, be 
reprinted as Appendix A to this day’s minutes of proceedings and evidence. 


Mr. Bryce was recalled and questioned. 


Mr. McIntyre tabled a copy of Order in Council P.C. 830, dated April 15, 
1937, respecting a revision in the form of the estimates, which is printed as 
Appendix B to this day’s minutes of proceedings and evidence. 


The witnesses retired. 
At 12.45 o’clock p.m. the Committee adjourned to the call of the Chair. 


A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or CoMMONS, 
Turspay, May 23, 1950. 


The Standing Committee on Public Accounts met this day at 1l am. The 
Chairman, Mr. L. Philippe Picard, presided. 


The CHAIRMAN: Gentlemen, we have with us this morning the Comptroller 
of the Treasury who is here to answer any questions concerning Mr. Sellar’s 
memorandum on the form of the estimates. Before we start questioning the 
witness maybe it might be in order to ask him if he has any remarks with 
which he wants to preface his statement. 


Mr. B. G. McIntyre, C.B.E., Comptroller of the Treasury, called: 


The Witness: Mr. Chairman, I prepared a very short statement that 
refers in a Summary way to the present form of the estimates and touches 
briefly on the form prior to 1988 as well as on some of the points raised by 
Mr. Sellar. In commenting— 

Mr. THATCHER: Excuse me, Mr. Chairman, may we have a copy of that 
statement? 

The CHAIRMAN: We do not have any extra copies at the moment. 

The Witness: In commenting on the proposed re-grouping of votes in 
the Department of Agriculture, I would like first to refer briefly to the 
present form of the estimates and the results that were sought in the over-all 
revision of estimates in 1988. 

The objectives that were sought may be summarized thus: 

(1) to group all votes pertaining to the functions of a department under 

that department; 

(2) to group the votes within the department by services; 

(3) to have separate votes under each service for the principal functions 

or activities carried out within the service; 

(4) to supply supporting details in the back of the estimates book by 

giving an object of expenditure classification for each vote. 


I should like to emphasize that except for a few votes this detailed classi- 
fication, which may be called an objective or type classification is used to give | 
a detail breakdown for each functional vote. 

In the actual accounting for the expenditure it is frequently necessary to 
have the vote allotted by units of organization serviced by the vote. For example, 
the accounting for and control of the expenditures under the vote for branch 
farms and illustration stations is carried out under each branch farm but. the 
expenditures for each of these branch offices are in turn analyzed under the head- 
ings of Salaries, Wages, Travelling Expenses, Materials, Supplies, and other 
objective classifications. 


Suggested Groupings of the Present Votes in Agriculture 
The vote headings under each service almost invariably include one for 
general administration of the service or branch concerned, and it seems desirable 
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to continue this so that the director in charge will know the amount available 
to carry out the service under his direction. 


Reduction in Number of Votes 

If it is the desire of this committee to recommend a system that will reduce ~ 
the number of separate votes, consideration might be given to accomplish this 
without disturbing the present form of estimates. 

The reduction could be obtained by allotting but one vote number to each 
of the principal services appearing in the Agricultural estimates but to continue 
to show, as at present, the amounts required for the different functions or 
activities provided for under the service. If these separate amounts are carried 
into the supply bill, although under one vote number, they will continue to be 
binding on the department. This arrangement would permit voting on the 
requirements of an Agricultural service as one amount for the total of the service, 
or by individual items showing under the vote number. 


The Proposed Fixed Amount for Paylist Charges 

This proposal would present real problems if it is to include provision for 
casual assistance and wages. If it is restricted to salaries of regular staffs, then 
it will still be necessary to make some provision in a general vote to take care 
of pressing needs that are bound to arise in some services. 


Capital Works : 
It is agreed that these could be separated from the operating votes and that 
it would be an improvement to make this separation. 
Now, do you want me to touch at all on the estimates as they were before 
the 1938 revision? 


The CHAIRMAN: I think we might bring that up after, since it is a different 
question entirely. The witness will be able to give us what we wanted to get — 
yesterday, an idea of the estimates before the 1938 revision. For the moment, 
for an orderly discussion by the committee, I think we might proceed on what 
we have heard up to now. The discussion is now open to the members for any — 
questions they may want to ask the witness on the two memoranda, the one on 
estimates proper and the one on estimates of agriculture on which Mr. Bryce and 
Mr. Sellar have given evidence. 


Mr. Fiemine: Do you not think, Mr. Chairman, that it would round out — 
our information from the witness if he completed his statement now? 


The CHARMAN: I have no objection personally but I think # would be 7 
better to discuss what he has just read. | 


Mr. Fieminc: I was wondering, it might throw light on some of these other 
questions we had touched upon. 


The CHatrrmMan: That is an entirely Afferent subject. We want to have 
Mr. McIntyre, and Mr. Bryce also, give evidence on that particular question 
of what the estimates were before 1938. I suggested yesterday we would get — 
somebody from Finance, and have been told that both Mr. McIntyre and Mr. 
Bryce will speak to us on that. If you want him to go ahead all right, but I~ 
suggest we question him on what he has read up to now. 


By Mr. Johnston: 


Q. There is one question that comes to my mind, arising out of what Mr. 
McIntyre. has already said. Did Mr. Sellar consult with you over this presenta- 
tion of his before he gave it?—-A. No, sir. 

Q. My impression was that he had gone into this quite thoroughly with — 
you and that you were more or less in agreenment with what he recommended. 
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The CuHarrMAN: Mr. Sellar never said any such a thing, at least not in 
evidence before this committee. 


Mr. Gautuier: Mr. Johnston said that that was his impression. 


The Wirnxss: I received a copy of his presentation at the time he was ready 
to present it or after he presented it, I do not know which, but he did not discuss 
it with me. 


By Mr. Johnston: 
Q. He did not discuss it with you in any detail at all?—A. No. 
Mr. Fraser: Mr. Chairman, I wonder if from an accounting point of view 


Mr. Sellar would have different ideas entirely from those the Treasury Board 


would have. Now Mr. McIntyre, you only check up on the different items, your 
department sanctions the payment of these moneys, under each item, and if one 
item in a vote is asked to be changed around or increased, well then, your depart- 
ment is asked to do that changing. 


The CHARMAN: This gentleman is the Comptroller of the Treasury, he is 
not the secretary. 


By Mr. Fraser: 


@. Pardon me, Comptroller of the Treasury. You can change that vote for 
them, is that right?—-A. No, the Treasury Board is the only authority by which 
changes can be made in the allotments made within a vote. No changes may be 
made between votes. The other question is in connection with the estimates and 
my concern with them. After all, the estimates are the foundation for our 
accounts and we operate the accounts in accordance with the departmental 
appropriations, allotments and classifications of expenditures, and report part two 
of the public accounts. We prepare the details of the public accounts and the 
estimates form the basis on which these accounts are built. 

@. And you have to have all the receipts, and payments, checked and all 
that, in order ‘to do that work?—A. That is right. 

@. When you read your statement a minute ago you mentioned the fact 
that under casual and others it should not be difficult to operate?—A. It would be. 

@. Well, now, we have had Mr. Bryce make his explanation of that. Is there 
any way that that could be fixed so that there could be no casual or others, 


that there could be a fixed amount in a department instead of perhaps jumping 


$50,000 or $100,000 as they sometimes have to do?—A. I can see no way of 
having a fixed amount. 

@. No way of checking that so that a department cannot run into casual 
and other wages?—A. I do not think so. 

@. Well, when the departments make out their estimates at the first of the 
year, there would only be one or perhaps two branches of the agriculture depart- 
ment that would be affected by casual and others. I should say where they 
might not have control of what would be coming next.—A. Well, the experimental 
farm is a good example. 

Q. Now, why-would they not have an idea in experimental farms of what 
the casual would be?—A. Because of weather and other conditions, the labour 
supply and the labour cost may vary quite a bit, and crop conditions enter into it. 

Q. Wouldn’t their temporary or permanent employees be able to look ‘after 
that?—A. That depends on ‘how closely the appropriation is trimmed. 

Q. My real reason for asking was that on account of this prairie farm rehab- 
ilitation amount that rose from $445,000 up to $936,000?—A. I think that was 
explained as being caused by a change the department was forced to make in 
carrying out their work projects. 
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By Mr. Thatcher: 


Q. I am sorry that we have not got'a copy of Mr. McIntyre’s brief today 
because it is hard to remember all he said, but I wonder if he would express a 
general opinion as to Mr. Sellar’s recommendation? He did in a general way. 
Would he agree with Mr. Sellar when he recommended that the actual number of 
votes be cut down and consolidated? Do you think that would be advisable? 
—A. Some of these recommendations are good but I. think that No. 1 where 


_ several votes providing for administration services are suggested for consolidation 


—it seems to me it would be unwise to take out of the particular service the 
administration votes pertaining to that service and place them in a general vote 
for administration. After all the director of a service is responsible for carrying 
on his work and he should know the funds he has available to do the work. He 
should not have to depend on a division that is made afterwards between several 
directors out of a general vote. 

Q. Could you, Mr. McIntyre—I do not wish to press you—but could you in 
a general way say whether you do favour Mr. Sellar’s recommendation on 
estimates? 

The CHAIRMAN: Not so fast, Mr.’ Thatcher. We must remember that Mr. 
Sellar made quite a number of recommendations, and the witness might agree with 
half of them or with one third of them. You cannot ask him do -you agree with 
all. Point out the one you want and he will tell you now. The witness is, I may 
say, Just now on page one of the memorandum on Agriculture estimates. 


Mr. THAtrcHER: Which one are we on? 
The CuHatrrmaAn: Agriculture, and not on the general. 
Mr. THatcHer: Not on the general. 


The Cuarrman: At the moment he is dealing with the consolidation of all 
the administration votes of the Department of Agriculture. Now, if you have any 
question to ask him such as, do you agree with such and such a recommendation? 
—that is fair, but you certainly cannot ask him whether he can agree with Mr. 
Sellar’s recommendations as a whole because Mr. Sellar has made many recom- 
mendations. You can ask him about any one. 


By Mr. Fleming: 


Q. I would like to ask Mr. McIntyre, starting with the general before we 
come down to something more particular, if he is satisfied with the present form 
of the estimates as submitted to parliament having regard to parliament’s respon- 
sibility with reference to the voting of public money?—A. Well, the form of the 
estimates in itself has not, to my knowledge, presented difficulties to us. 

Q. What do you mean when you say ‘to us’?—A. To the operation of our 
accounts, the control of the accounts to keep the amount within the appropriation 
granted by parliament for the service. The wording of the item may have some 
effect. If the wording is general, of course, 1t does broaden the scope of the vote 
and of its interpretation.. But if it is too restricted, it may hamper the carrying 
out of the service within the department. That would be something which the 
department would be best able to answer in dealing with a particular vote. 

Q. I take it that your concern, and the concern of your eolleagues, is in this 
respect rather different from the concern of the auditor-general. You come at 
this from a rather different point of view. He lays stress on the responsibility 
of parliament in connection with voting the money. But your concern, I take 
it, is with the distribution of money into the various slots into which the appro- 
priation bill directs it to go—A. That is correct, within the amounts authorized. 

Q. So that if there are differences of opinion between you and Mr. Sellar 
on this question, it may be expected in view of the fact that you approach it from 
quite different points of view?—A. That is correct. 
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e) Would you care to comment on Mr. Sellar’s point on the matter of legis- 
lating by item? Is that a matter with which you in the Treasury have great 
concern, or are you simply taking the form of the item, whether it is legislative 
or not, and applying the money in accordance with it?—A. If the wording of the 
vote ties the item solely to the provisions of a particular Act, then the provisions 
of that Act only can be considered in the matter of charges to the vote. 

eed b mean, again, your approach is rather different from the one we have 
been considering here. I do not want to press you too far if it is taking you into 
a different field. But you know the point I am speaking about. Mr. Sellar does 
ene that parliament should change legislation simply by a brief insert in 
an item. : 


The CHairMAN: Do you mind giving us the item for reference in the record? 


By Mr. Fleming: 


Q. It has been up several times, Mr. Chairman. It is on page 11 of the first 
memorandum of Mr. Sellar, the one which is headed ‘The Estimates”, item 17 
on page 11. It is headed: “Vote Texts that Legislate’’: 

A matter of particular constitutional concern is the practice of legis- 
lating by means of items in the Appropriation Act. That is, by phrasing 
the text of an item, Parliament enacts in a manner to exempt from or over- 
ride existing legislation or, in effect, to add to statute law. 


Then he goes on to give a particular example with which we are probably 
familiar, item 67. 
“An example is Item 67 (quoted in paragraph 15 above).” 


In your work have you any particular concern with that problem which Mr. 
Sellar regards, I take it, as one of importance?—A. Once parliament has author- 
ized the item, we are governed by what parliament has authorized and it does 
not present any problem to us. 

Q. You are not concerned with basis of the practice in parhament?—A. No, 
sir. 

By Mr. Macdonnell: 


Q. As I understand it from our talks with Mr. Sellar—take item 67 shown 
as $1—actually what was taken, you might say, was an expenditure of several 
hundred thousand dollars, and it might be founded by the reason, we are told, or 
the fact, that there were moneys coming in to the Dominion, into the Consolidated 
Fund, or becoming available in foreign countries. Supplementing what Mr. 
Fleming has asked, may I say this: you have, as I understand it, as your author- 
ity here, item 67 which is put in at a total amount of $1. But nevertheless under 
that.item you come to approve fairly substantial expenditures in foreign countries. 
Does that come within your bailiwick? Presumably these expenditures in foreign 
countries go through you and you authorize them?—A. That is right. 

Q. And they all reach back to this one vote of $1?—A. That is right; and the 
wording of that vote is the authority for the payment. 

Q. Presumably you get other authorities as to the detailed amounts. Do 
they just come from the Department of External Affairs?—A. The procurements 
are approved by the Treasury Board or by the Governor in Council, according 
to the usual practice, before payment is made. 


By Mr. Fleming: 
Q. Do you work upon instructions from the Treasury Board?—A. An 
application from the Department of External Affairs is supported either by an 
approval of Treasury Board or by the Governor in Council. 
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Q. Do you take that as instructions?—A. Payment in these cases go through z 


the normal channels of authorization the same as in any other department. 
The only difference is that instead of voting $1 million, the item is authorized by 
a token vote of $1 and is restricted to the amounts of foreign currency referred — 
to that are available. 


By the Charman: | 
Q. But your authority comes directly from the wording of item 67?—A. 
Solely. 
Q. Solely; I mean, if the expenditure is sent to you for approval and it did — 
not fall according to your officers within the wording of No. 67, then you could 
not approve it?—A. I could not. | 


By Mr. Macdonnell: 


Q. In order to show, shall I say, the extraordinary vagueness and broadness 


of the authority under which you authorize the use, and so on, of inconvertible 
_ foreign currency from the deposits of such currency which may be used for 
governmental or for other government purposes in these countries and which 
have been received by the Government of Canada from other governments in 
settlement of claims arising out of military operations or war expenditures, there 


is nothing to show whether the amount involved was $10,000 or $10 million. I~ 


think we were given figures to suggest it was several hundred thousand dollars. 
But at the time that is voted, nobody can tell parliament how much they are 
voting. Is that correct?—A. That is quite right. It is subject to the amount 
of funds that are involved in these blocked accounts. 


By Mr. Browne: 


@. How does the insertion of $1 give the government authority to spend, — 
let us say, $1 million?—A. On that point we rely on the law officers of the | 


Crown, the Department of Justice. They ruled that the wording is sufficient to, 
authorize the payments that are contemplated by this item. 
Q. Which may run into millions of dollars? 


Mr. Botsvert: Surely! 
The CHAIRMAN: On that same question— 


By Mr. Fraser: 


@. The witness mentioned the fact that the Department of External Affairs 4 


authorizes or makes apphcation to your sep Aen for payment out of these © 


funds?—A. That is right. 


Q. Now, they are the only Heber wtien: which is allowed to do that? Is not © 


that right? ‘Out of that fund?—A.. Under that $1 item, yes. 


@. Under the $1 item. The Defence Department cannot make appheation — 
under that $1 item, can they?—A. No, sir. The vote is limited to the Depart-- — 


ment of External Affairs and their requirements. 
(. And if the defence department wants funds for anything overseas in any 
of those countries where they might have an office or some of their men, they 


have to go to the Department of External Affairs first; or how do they get 1t?— 


A. Their accounts are paid direct in the usual way, but are charged to their _ 


appropriation. 

Q. And it won’t come out of this fund?—A. It might come out of blocked 
currency account, but not under the authority of this $1 item, but under the 
authority of their appropriation. 

@. I understood in the External Affairs Committee—although I might have 
been wrong—that they might take money out of this account. 

Mr. Pinarp: I do not recall that having been said in a meeting of the 
External Affairs Committee when you asked your question. I think they said 
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that Defence had its own appropriation the same as any other department. We 
were told that this item could be dealt with only by the Department of External 
Affairs. We were told the whole procedure: an officer of External Affairs makes 
a demand which is sent to the proper authorities in Ottawa and is dealt with by 
the Treasury Board; and when it is approved by the Treasury Board, the 
payment is made. 


Mr. THATCHER: Would it not be possible to legislate for the exact amount? 
Why does it have to be done this way? 


The CHAIRMAN: You mean to vote the exact amount? 


By Mr. Thatcher: 


@. Yes.—A. We have to be governed by what parliament has approved. 

@. You mean that the government wants to do it this way and that is why 
it is done in this manner?-—A. Parliament has approved it in this form. 

@. Would there be anything to prevent it being done in a regular way, 
I mean to have an exact sum voted?—A. I do not know of anything. 

@. Therefore you would agree with Mr. Sellar that as far as technicalities 
go his recommendation is feasible?—-A. Oh, yes, it is very practical. 

The CHAIRMAN: May I point out that this is one of the items that has been 
left unanswered and in abeyance in our evidence. That is why I wanted some 
of these items to be covered. We have agreed that we should not call too many 
witnesses, and make the meetings too long. I had it in mind—if anybody should 
read the reports of our committee, and in view of the fact that the $1 item has 
been covered in External Affairs—to ask the committee to have added as an 
appendix to today’s proceedings the memorandum which was submitted to the 
External Affairs Committee by the Secretary of State for External Affairs, the 
Hon. Mr. Pearson, explaining the policy of his department and the methods 
followed in connection with this vote. The Committee on External Affairs 
allowed him to read*the whole memorandum without, his being questioned before 
he was through. I think it ‘should be included so that anybody who consults 
our reports will see that it has not been left in. abeyance. I do not think it would 
be fair to the work of the committee if that question were jleft unanswered. 
Therefore, I suggest that in order to make the matter clear we add as an 
appendix to today’s meeting the memorandum of the Secretary of State for 
External Affairs which was submitted to the Committee on External Affairs, 
explaining the views of his department on that question. 


By Mr. Macdonnell: 


Q. Mr. McIntyre has told us that so far as he is concerned parliament has 

acted in this way and it is their business——A. That is right. 
@. And secondly, he has taken instructions from the people from whom he 
reasonably might take instructions, once parliament has passed it in this way, 
namely, by Order in Council or by minute of the Treasury Board. In fiact he 
says: If that is the way you want to do it, you can do it in that way. But we 
are leaving these things to be dealt with not by parliament in detail but by the 
Treasury Board or by the Governor in Council, 

The CHairMAN: On the authority of the wording of this item and as’ 
explained to the Committee on External Affairs by the Secretary of State for 
External Affairs to the Committee; and it was also stated that this procedure 
had ‘been approved ‘by the law officers of the Crown, that is, the Department of 
Justice, before the wording was made in this way, and before it was agreed to set 
the amount at $1. That is in accordance with what was said in the Committee 
on External Affairs. 

Mr. MacponneEuu: There is no reason why parliament should not pass one 
item covering the whole of the expenditures if it wanted to do so. 
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The CHarrMAN: But in this case we do not know the amount at our dis- 
posal. Consequently we do not know what we want to spend because we do not 
know our needs abroad at the moment this item is voted. 

Mr. Prnarp: And we did not know what amount would be collected follow- 
ing the long discussions with the nations which had the same situation. 

The CHarrMAn: We had Mr. Sinclair express his view as to what he had 


done in the way of negotiations, and ‘we ‘had Mr. Bryce give us ‘his impression. 


It would have been preferable for the record to have further evidence, but since 
we have agreed not to hear too many more witnesses, I would like to have this 
memorandum included in our record. 

Agreed to. (See Appendix A). 

Mr. TuHatcHer: You cannot make a motion as chairman, can you? 

The CuHarRMAN: I am not making a motion. My thought is more in the 
way of a suggestion. I was suggesting that we do something. 

Mr. THatcuer: I have one or two questions. 


By Mr. Fleming: 

Q. It comes back to this, does it not: that your concern again is different 
from that of Mr. Sellar. You have no concern, I take it, with the job that 
parliament has to do, or with its responsibility. You are concerned with what 
you find after parliament has finished its work.—A. That is right, sir. 

The CuHatrMan: In court I think that would be called a leading question, 
Mr. Fleming. 


By Mr. Fleming: 

Q. There is a limit to the distance we can go in.asking Mr, McIntyre 
questions on this subject because I think his concern is rather different. Unlike 
Mr. Sellar, Mr. McIntyre is not an official of parliament You are an official 
of a government department, the Department of Finance, are you not?—A. Yes. 

Mr. Macponne tu: I understand that this is one of the things which we shall 
be considering further in the steering committee. 

The CHAIRMAN: I understood from Mr. Thatcher that we should leave this 
matter; but that is one of the items which will be left uncovered unless we add 
a statement at the end, or unless the committee wishes that we again hear from 
Mr. Bryce as to additional details of that item. 

Mr. MacpnonneELu: But there was a further recommendation of the steering 
committee that this item, among others, will be considered by and reported on in 
this main committee. 

The CHatrRMAN: Oh yes, of course; but we are not bound to hear more 
witnesses, at least that was the understanding which resulted from the discussions 
in the committee yesterday. 

Mr. THatcHer: Mr. Chairman, I would like to Bee back to this memorandum. 


The CHAIRMAN: Which one? 

Mr. THatcHuer: The one of Mr. Sellar on the estimates. I would like to 
understand just what Mr. McIntyre’s job is, is he not in charge of the Treasury 
Board? , 

Some Hon. Members: No. 

Mr. THatcHer: Well then, what is Mr. McIntyre’s job. 

The CHAIRMAN: That is a good question. In other words, you want to 
know what Mr. McIntyre’s duties are? 

Mr. THaTcHER: Yes, what does he do. 


‘. 
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The Wirness: My responsibilities are set out in the Consolidated Revenue 
and Audit Act. One is to certify that funds are available in the appropriations 
to be charged with the proposed expenditure; second, to audit the accounts of 
the department as they are submitted before payment; and, third, to carry out 
the accounting operations and provide the financial statements that are necessary 
at various periods throughout the year; and, finally, to assemble all this data 
in part II of the public accounts.’ 

Mr. TuHarcHer: And when the departments put in their estimates for the 
year they consult the Treasury Board. Are you the chairman? 

The CuHatrman: Mr. Bryce is Secretary of the Treasury Board; this gentle- 
man is the Comptroller of the Treasury. 


By Mr. Thatcher: 

Q. As Comptroller of the Treasury, is one of your jobs to try and suggest 
ways of cutting down the estimates in any way?—A. No sir. 

@. Whose job is that?—A. I am not on the Treasury Board staff at all. 
I am independent of them. 

. I was looking at the memorandum on estimates submitted by Mr. Sellar, 
at the bottom of page 1 there—have you got them handy there?—A. Are you 
speaking from his memorandum? 

Q. Yes, his memorandum, the bottom of page 1. Mr. Mackenzie King 
apparently was speaking in the year 1928. You will see it at the bottom of the 
page there, and apparently at that time he said: 

We would welcome a change in the present method, a change which 
would not only afford fuller opportunity for discussion but which would 
carry with it an obligation on the part of the heads of different branches 
of the public service to appear before a committee of the House and 
explain fully the reasons which have occasioned the recommendations 
which find their place in the estimates submitted to the House. 


—A. I do not know that I am competent to express any opinion on this. 

Q. Well, would you agree— . 

The Cuairman: You cannot force a witness if he does not want to answer. 

Mr. THATCHER: Well then, let me put it this way; if this had happened 
as has been suggested by Mr. Mackenzie King, in your opinion which would be 
most affected by it, the estimates or the public accounts, if we had in mind 
bringing about this change? 

The CuairMan: Both—but, Mr. McIntyre, he is putting the question to 


you. | nies 
Mr. Stncuatr: If I may say so, Mr. Chairman, Mr. Thatcher is going 


outside of Mr. McIntyre’s duties and responsibilities there. 

Mr. Tuatcuer: No, I thought he might care to express an opinion on 
Mr. Sellar’s memorandum. 

The CHAIRMAN: Yes, he might express an opinion, if he cares to. 

Mr. MacponnELL: He might have some opinion on the subject, and if he 
were to give it to us it would be very helpful. 

The CuarrMAn: If he cares to, that is all right, but he cannot be forced 
to answer on questions of policy. | 

Mr. Prnarp: If I understand, the witness is being asked whether he approves 
of what Mr. Mackenzie King said, or whether he disapproves of it. . 

Mr. THATCHER: No. 

Mr. Prnarp: That is what it is. 

Mr. Tuatcuer: My question was this— 

Mr. Pinarp: You had better put your question again. 
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By Mr. Thatcher: 

Q. If you carried out the suggestions of Mr. Mackenzie King, if this 
committee or some similar committee were interested in making a saving for 
the coming year, which would be the more effective, to examine the estimates 
or the public accounts with a view to the future?—A. I would say it might 
involve a combination of both the public accounts and the estimates. 

Q. I see. Well then, let us go a step further. Suppose we examine them 
both, what in your opinion would be the most effective way of taking the items 
which come before the committee? How would you suggest it should be done? 
—A. Iam afraid I could not be of any help to you on that. 

Q. You have no ideas?—A. There is no solution outside of hard work. 

The.CHamRMAN: Hear, hear. 

Mr. TuHatcuER: You mean, go right through the whole lot of them? 

Mr. Masor: Would not the estimates come first and then the public 
accounts after the expenditures have been made? 


The Cuamrman: That is the usual procedure. There have to be estimates _ 


and expenditures authorized before there can be public accounts, and when 
the estimates are up for discussion in the House the minister can be asked 
questions about them. Of course, it is always open to the committee to make 
a suggestion to parliament in its report, as was suggested yesterday by Mr. 
Fleming. : 

Mr. Tuatcuer: Mr. McIntyre made a statement. His reply was, “by hard 
work”; I would like to know what he means by that, and if he thinks it 
advisable— 

The CuHaiRMAN: It is up to the committee to decide that. . 

Mr. THatcHer: But I was asking him, Mr. Chairman. 

The CHAmRMAN: Well, he told you. 

The Witness: It would all depend on the committee and its organizational 
set-up to handle the work. 

Mr. TuHatcuer: Just one other question, Mr. McIntyre. If you will turn 
to page 4 of Mr. Sellar’s memorandum you see he says in paragraph 8(b) that a 
Public Accounts Committee annually reviews all receipts and expenditures and 
reports thereon; and he goes on to say, “‘a member of the opposition, as a rule 
a person who was a member of a former ministry, is chairman’. Do you see 
any objection to that? | 

Mr. Pinarp: I certainly do. 

Mr. Caucuon: That is a matter of policy, is it not? 

Mr. TuatcHer: Don’t you think it might be an additional safeguard? 

The CHairman: Do you think that is a question which comes within 
the competence of the witness, the Comptroller of the Treasury, to decide? 
That is a matter of policy, Mr. Thatcher. 

Mr. Caucuon: Surely. 

Mr. Fiemine: I suggest the leader of the opposition. 


The CHairMaNn: That might be a good idea. Have I not acted in a very 
unbiased way at all times? : 


By Mr. Sinclar: 


Q. As I understand your position, Mr. McIntyre, you are a combination 
of comptroller and internal audit?—A. Yes, sir. 

Q. So then the question of the estimates would be outside of your field. 
‘Your authority is to see that expenditures conform to the provisions of the 
Appropriation Act, that is the’items as passed by. parliament. One of Mr. 
Sellar’s. suggestions is that instead of having 600 items as at the present time 
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in the estimates they be consolidated or reduced to 200 items. If such a consoli- 
dation of items, or reduction in the number of items in the estimates, were 
carried out would it make your work any easier having in mind that parlia- 
mentary approval has to be given with respect to each item that is passed? 
Would your work be made easier or more difficult if instead of having 600 odd 
items as it is now in the estimates they were lumped into let us say 200 items. 


Mr. Jonnston: He has already answered that. 


The Witness: If Mr. Sellar’s number of votes is combined with the 
Treasury Board set-up of allotments as undoubtedly they would in order to 
provide the necessary services, our work would be the same. And our analysis 
of the accounts would be the same. 


Mr. THatcHer: Can you say whether we will be saving any amount by 
adopting Mr. Sellar’s recommendation? If it were put into effect would there 
be any saving to the taxpayer? 

The Witness: Not by that means alone. You cannot hope to save money 
by tieing three or four items together instead of taking them one at a time for 
each service which of necessity has to be dealt with separately. I cannot see 
any way of making any saving by doing it in that way. 

Mr. Fiemine: I understood from your reply to Mr. Sinclair that it would 
not make any saving in work; but if I understand the situation correctly you’ 
would then be deriving more of your authority from the Treasury Board, 
through Treasury Board minutes, than at the present time? 


The Witness: Surely. 


Mr. Stncuarir: And that would have the effect of taking authority away from 
parliament, as far as the estimates are concerned, and having the Treasury 
Board actually detail the amount to be spent? 


The Wirness: That is correct. 


Mr. Macponne.tu: Am I not correct in saying that while Mr. Sellar did 
propose reducing the actual number of items nevertheless he felt also there 
should be substantially the same amount of detailed information given, even 
although there might not be 600 items as at present? In other words, my under- 
standing was that we would have exactly the same amount of information we 
have now although not perhaps arranged in the same manner. 


Mr. Srncuatr: But Mr. Sellar also pointed out that the details of the 
estimates carry with them no authority in connection with the expenditures 
or no assurance that the money would be spent in the manner indicated by 
them. 


Mr. Fuemine: That is right; the details are not a part of the Appropriation 
Act. 

The CuHatrrMAN: Gentlemen, before we go any further may I just point 
out one difference between Mr. Sellar and Mr. McIntyre. Mr. McIntyre audits 
and approves every item of expenditure before it 1s made while Mr. Sellar 
audits the accounts after the expenditures have been made, so you will see they 
have two entirely different functions. 


Mr. Tuatcuer: My difficulty about the 600 items we have at the present 
time is not so much that they should be cut down, but rather I think there 
should be more of them. I do not like Mr. Sellar suggesting that they should 
be consolidated into 200 items. I would like to ask Mr. McIntyre if he thinks 
it would be advisable or would help to have the number of votes increased, 
and if that would make the work of his department any more difficult? . 


The Witness: It would not be any more difficult for the department. 
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Mr. Tuatcuer: Is there any difficulty in your way? I mean, with more 
detailed estimates. | 


Mr. Pinarp: I think the Waves already answered that eels when he said — 
the work would be the same. 


Mr. THatcHeErR: No, he did not. 
Mr. Pinarp: He said that the number of items did not make any difference. 
Mr. THatcHer: I am not interested in what you say. 


The Witness: It is awfully hard to answer that question in a blanket way | 
because I think you will surely admit that with the estimates as they are at — 
the present time there are quite a number of provisions in there that are quite 
easily understood, there may be others that are not so easily understood, and it 
may be possible that further detail would add to the ease of understanding on 
the part of members. 


The CHatrMAN: Would it not also be a question, as has been suggested, 
of rewording the estimates in such a way as to clarify the items which already 
exist and make it easier to understand them? 


By Mr. Fleming: 


Q. May I ask Mr. McIntyre about a different subject now? How early in 
the year during the session of parliament would it be possible to furnish 
parliament with a reasonably comprehensive statement of the actual expenditures 
during the preceding fiscal year corresponding to the items set out in the 
estimates for the current year before parliament?—A. You mean the present 
expenditures by departments? 

Q. By departments, to enable parliament to see the actual expenditures 
made during the preceding fiscal year and how they correspond with the 
estimates proposed for the current year.—A. That would depend on the extent 
of the detail, the supporting detail that you want presented; a statement of 
the appropriations together with the allotments made under those appropriations 
which to a large extent conform to the details in the estimates; without seeking 
to extend this to all the detail involved in making an analysis by units of 
organization. Take Agriculture. We have many allotments in that department 
and we have a great many in Transport; and as long as we do not have to 
analyse them in too great detail it does not take too long after the books are 
finally wound up for the year. I should also point out that our books are kept 
open until April 30, one month following the end of the fiscal year, that — 
period being necessary to effect adjustments that have to be made in winding ~ 
up the accounts. But after the books are closed it would take only a relatively 
short time before a summary statement of appropriations by allotment break- 
down could be made available. 

(. How feasible would it be to furnish parliament at an early stage in the 
session here with a statement in form corresponding to the estimates for the 
current year including the actual expenditures, we will say, for 10 months or 
11 months of the fiscal year, and to estimate the contemplated expenditures 
for the balance of the year?—-A. Well, there is one point there: we would have to 
wait until after the Minister of Finance presented this budget. f 

Q. And that is usually brought down by April. One of the difficulties one _ 
has in viewing the estimates when we have them before us is to consider the 
volume of expenditure in the preceding year so as to compare it with the 
estimates for the current year. If we had the actual expenditures there for the 
preceding year it would give us a better basis of comparison. I quite appreciate 
that the fiscal year does not close until the 3lst of March and that you always 
have an additional month in which to close out your books and that as a result 
it would not ‘be possible to get the complete statement before parliament. until 
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some time after the end of April. Is there not some middle course we can 
follow there, taking the actual expenditures let us say for 10 months and 
estimating the contemplated expenditures for the balance of the year so that 
we could have that for comparison with the estimated expenditures for the 
current year? Would it be possible to have that brought down in the House 
about the same time the estimates themselves are tabled?—A. Yes, it would; 
itis merely an extension of the detail that is used to make up the figures for 
the budget. 


Mr. Browne: As I understand it, the Auditor General suggested that 
something of that kind could be done. 


The CHAIRMAN: Pardon me, gentlemen; so that there will be no misunder- 
standing, it is the intention that the committee shall adjourn at a quarter to one. 


Mr. Fieminc: As Mr. Browne just said the Auditor General agreed in ‘this 
suggestion. Now, in your opinion, in dealing with these expenditures, would it 
‘be possible to bring a statement of that kind down to cover the period up to 
the end of December, let us say December 31? Could you provide parliament 
with a statement showing the actual expenditures up to that date and supplement 
that with a statement showing the contemplated or estimated expenditures for 
the balance of the fiscal year? 


The Witness: If the proposal is to have a statement presented to parhament 
say about the end of February there certainly would be no reason why we could 
not include the actual expenditures up to January 31; on the other hand, if 
you expect this statement before the end of January, December 31 would 
certainly be the cut-off date for the actual expenditures. 


Mr. Fupmine: You think it would be quite possible to give parhament a 
statement of the expenditures up to January 31, when they could be tabled 
along with the estimates which usually come down at about that time? I imagine 
it would be very useful to the members in the House to have a statement of that 
kind before them when they are considering the estimates for the current year. 
Do you think that could be done? 


The Witness: Yes, it could be done. 


By Mr. Sinclar: 


Q. Would that information with regard to the actual expenditures reflect 
adequately the picture with regard to expenditures for the year?—-A. Not 
necessarily, because the accounts for the year have a time lag of at least a month 
and most of the expenditures, in fact practically all of the expenditures made 
in April pertain to the previous fiscal year. The thirty-day period is to take care 
of the accounts still outstanding, the invoices are for goods delivered or services 
rendered up to March 31. 

Now, that time lag extends right throughout the year and is not picked 
up until the month of April; so that actual expenditures to December 31, 
would represent less than nine months of the fiscal year but more than eight 
months because salaries are charged to the month in which they are earned 
and are a substantial amount. There are no arrears of salaries and wages to 
be paid at March 31. | 

Q. Following Mr. Fleming’s suggestion, the estimates used in the Finance 
minister’s budget speech are a pretty accurate estimate and so long as the 
practice continues to have the budget speech in February or March, this 
committee would have at that time a pretty accurate estimate of what had 
been spent in the previous year.—A. Oh, yes, sir. 


The CuatrMan: Are there any other questions you desire to ask on that brief? 
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By Mr. Drew: 
Q. Well, Mr. Chairman, I think this ei perhaps be a question to 


Mr. McIntyre i in his position as Comptroller of the Treasury. Mr. McIntyre, 1 © 


recognize that as distinct from Mr. Sellar’s position you are within the ordinary 
ranks of the civil service as distinguished from Mr. Sellar who is appointed by 
parliament itself, and my question is not directed with the thought of asking 
you to make any statement in regard to policy but rather as to what the actual 
mechanics are. We have before us a comparison of the estimates of the different 
years starting with a group of estimates on what has been described as a 
functional basis for 1988-39, then carry these through into 1940-50, and 
again into 1950-51. Taking such an item as telephones, telegraphs, and 
postage, I find for instance, that in 1938-39, the last year before the war, 
the total estimates for telephones, telegraphs and postage expense are given at 
$960,248, whereas for 1950-51, you estimated $8,595,943. As Comptroller of 
the Treasury, are you called upon to examine these and to consider them from 
the point of veiw of the rather remarkable increase in the amount, and as to the 
reasons why there should be such an increase? Are you called upon to ask 
any questions which would support increases of this kind? Si ksh 
governed by the sufficiency of vouchers or other authorities to pay, and the 
authority granted by parliament to make the payment. 


Q. So that yours is a strictly accounting procedure, and you do not attempt — j 


to examine whether the amount could or could not be reduced and still provide 
the service to be rendered?—A. No, sir, I do not. 

@. Who does accept the responsibility for that?—A. The permanent 
heads of the department or the person responsible for the expenditures that are 
made within the department. 

Q. Well then, when it passes the departmental stage, what supervision is 
there at the Treasury level or what examination is made at the Treasury level 
that might conceivably effect a reduction?—A. The examination of these expendi- 
tures at the time the estimates are considered? 

(. Whose responsibility would it be at that time, at the Treasury level, to 
make any suggestions that would lead to reductions in the estimates?—A. You 
refer to— 

@. At the time the estimates are gone over?—A. —the Treasury Board? 

@. Yes.—A. Well, I cannot say who would be particularly responsible for it. 


The CuatrMan: Would you kindly ask your question again, Mr. Drew? 


Mr. Drew: Well, who at the Treasury level—and I am limiting it to the 
Treasury Board—has the duty or has the authority to examine the estimates that 


are put forward with the idea of ascertaining whether there are any items that — 


could be reduced or whether there is an unreasonable increase of a particular item? 


The Witness: Well, sir we of the comptroller’s office do not enter the field - 


on estimates until after they become votes of parliament and authorities to extend. 
We have nothing to do with the preparation of the estimates other than to present 
the details on expenditures of previous years as well as the year that is current 
at the time. The estimates are a departmental responsibility and from there they 
go to Treasury Board for consideration. 


The CHairMAN: Might it not be agreeable to ask the Secretary of the 


Treasury Board who is ‘here as a witness, but not at the table, whether he could | 


answer that. 

Mr. Drew: Do I take it, Mr. McIntyre, that as far as you are concerned, 
your responsibilities are simply responsibilities in relation to the aggregate 
expenditure and appropriation of money that has already been approved in the 
estimates through the procedure that has been provided for that purpose? | 

The Witness: That is right, sir. 
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‘The CHAIRMAN: Would it clear the record if we could ask Mr. Bryce, who 
is secretary of the Treasury Board, to answer that. 


Mr. Bryce: Do you wish me to answer Mr. Drew’s question on that point? 
The Cuatrman: Yes, Mr. Bryce. 


Mr. Bryce: I would say, sir, it is the responsibility of the ministers in 
Treasury Board to consider the proposals of the departments. In helping them 
do so I and other officers of the Department of Finance examine the proposals of 
the departments and put any comments or views that we have on them before the 
ministers at the meeting of the Treasury Board held to consider them. 


Mr. Drew: That really does come to the information I am trying to obtain. 
T will explain what I have in mind. In the case of the public accounts, the 
Auditor General makes certain representations in regard to details of the accounts 


that have actually been closed at a certain date. What I am trying to ascertain 


is what procedure is followed of a corresponding nature to bring some measure of 
examination to the accounts by the department officials. Now, as I understand 
Mr. Bryce’s answer, it is to the effect that he and other officials associated with 
him will examine these and that in addition to such measures of Treasury Board, 
he would or his officials associated with him would make any recommendation 
that they thought proper having regard to what they found in the estimates ‘before 
that; is that right? 


Mr. Bryce: Yes, sir. 


Mr. Fueminea: I would just like to ask Mr. Bryce one question arising out 
of that. It has to do with the timing and also with the information available to 
him and his other officals in relation to expenditures up to that point during the 
current year. As I understand it, the estimates are prepared by the various 
departments beginning about October and they will go to Mr. Bryce and his 


“officials for preliminary review, we will say, somewhere around the end of 


December. After review there, there may be some shuttling back and forth, but 
at a later stage the department through its minister actually makes the formal 
presentation of these estimates to the Treasury Board, that is the board of min- 
isters. Now, what information is available to and considered by Mr. Bryce and 
his officials at that first stage, and by the ministers of the Treasury Board at the 
second stage, as to expenditures to date during the current fiscal year. 


Mr. Bryce: That is a very real and difficult problem because naturally the 
estimates have to be prepared before we know what the expenditures will be 
for the year preceding that to which the estimates themselves relate. We are 
forced to rely on a forecast of expenditures based om all the information that is 
available. As Mr. McIntyre has indicated, we secure the most up-to-date 
information we can as to actual expenditures and contractual commitments up 
to the time that we are actually working on the estimates. We also request the 
Treasury officers to give us the best guesses they can, and often it can ‘be no 


- more than guesses, as to what the expenditures will be in the ensuing three, four, 
five or six months period. As naturally might be expected, opinions may differ 


as to what the expenditures in a particular vote are going to be andi we have to 
use our best judgment in reconciling conflicting forecasts as to what those 
expenditures will be in certain votes. 

Mr. Fueminc: Apart from a change im the government fiscal year or a 
change in the date of calling parliament have you ‘any suggestion to make 
regarding improving the element of forecasts in the present system? 

Mr. Bryce: I am afraid not, sir, if we want to get the estimates to parlia- 
ment ‘a month or two before the fiscal year to which they relate. If that 1s to 
be the case—and as I understand it, that would be what parliament itself would 
wish—then I think this problem is inescapable. 
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Mr. MacponneLu: Have we already discussed whether the: present fiscal 
year is immutable? If that has already been discussed in committee I do not 
wish to raise the point again. 

The CHamrman: We have not. As I understand your question, Mr. 
Macdonnell, you asked, have we discussed whether the fiscal year is immutable 
or not? We have not. 


Mr. Macponne.u: If your judgment 1s not against it, Mr. Chairman, could 
we have an expression of opinion on that from both these gentlemen here? 

The CHAIRMAN: You ‘oan ask the question if you want ito, Mr. Macdonnell, 
but I think it is a question of policy. 


By Mr. Macdonnell: 


Q. I would be interested 1f Mr. McIntyre would say something on that, and 
perhaps if Mr. Bryce would, too.—A. The fiscal year used to end on June 30, 
but was changed; I cannot recall the year it was changed, but it was back almost 
forty years ago anyway, before the first war. It was changed to March 31. It 
was changed at that time to bring the parliamentary sessions and the operating 
fiscal year more in line. Now, whether March 31 is the best possible date to 
choose depends an awful lot on when parliament meets. 

Q. Could I ask this: it may be a very superficial view but it would almost 
- seem as if parliament continues meeting at the present time that there would be 

certain great advantage in having it fit with the calendar year. Would there 
~ be some objection to that?—A. Then parliament would certainly have to meet 
in the latter part of the summer or fall, to appropriate the estimates for the 
following year, that would start with the first of the calendar year. 

Q. In other words, you would need a fall session? 

Mr. Fuemina: There is a bigger problem than that, is there not? , There is 
the problem of interim supply? 

The CHatrMAN: As far as the Treasury Board is concerned have you any 
views to express on that question of the end of the fiscal year, Mr. Bryce? 

Mr. Bryce: I do not think my remarks would be different from what Mr. 
McIntyre has said. The basic problem is the timing of the parliamentary action — 
on the estimates. Various practical problems are involved in that, on which I do 
not claim to be an expert. 

The CHarrMAN: Are there any further questions? 

Mr. CruicKksHANK: How many indemnities would we get if we adopted this 
new system? 

Mr. Fitemina: Probably half a one. 

The CuHairman: Are there further questions to Mr. McIntyre on any of 
these briefs. 

Mr. Fraser: Mr. Chairman, I spoke before regarding that $1 item and I 
was told I was wrong. I have here the report of the committee on External 
Affairs, No. 5, and on page 119 Mr. Bryce was asked a question on that $1 item 
as to whether it could be used for other purposes and Mr. Bryce had this to 
say: . 

.. but I think itis true to say that while this is in the Department 
of External Affairs estimates, the funds received from these countries can 
be used by the government for other purposes as well, covered by other 
appropriations. 


Mr. RicHarp (Ottawa East): Yes, but that would require a departmental 
vote. 
The CHarrmMan: Would Mr. Bryce please comment on that if he cares to? 


Mr. Bryce: I believe in the External Affairs Committee the discussion to 
which that relates, the question came up in connection with using the actual — 
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-balances received from the other countries for expenditures under the appropria- 
tions for other departments. The question has never risen to my knowledge on 
whether expenditures could be made under this vote 67 for the purchase of a 
property to be used, let us say, by the immigration service. I am not sure what 
the Comptroller of the Treasury would permit us to do. 


The CHAIRMAN: That is exactly the answer the witness gave a moment ago. 


Mr. Fraser: Mr. Chairman, I just wanted to put on the record the fact 
that evidence had been given on that point before. 

The CuHarrMaAn: But that evidence does not contradict what the comptroller 
said previously. 

Mr. Fraser: Well. 


The CuarrmMan: Now, you have the two: our two witnesses answered that 
and they are both in agreement on it. 


Mr. Frasnmr: It says right here it can be used by the government. 

The CHAIRMAN: Yes, it can be used but not by authority of vote 67. 

The Witness: The use would be on the authority of the appropriation 
available to the department concerned. 


Mr. Ricuarp (Ottawa East): But the item would-not justify it in itself, in 
other words. 


The Witness: No, sir. 

Mr. Fraser: But that item there gives authority for all these funds to be 
paid to External Affairs Department or handled by them. 

The Witness: No, only what it will require for its purposes. 

The CHAIRMAN: It says ‘‘out of these funds’, it does not say “all of these 
tunds”’: 

Mr. Fiemina: Can we have the other memorandum read now, the one that 
Mr. McIntyre was going to read to us about changing the form of the estimates? 

The CHAIRMAN: Are there any further questions to be asked of Mr. McIntyre 
on Mr. Sellar’s memorandum? 

Then we will pass on to the question of the estimates as they were before~ 
1938. 

The Witness: The estimates prior to the revision of 1938 were not arranged 
by departments except in a few instances, and then only in part. 

The predominant presentation was by services but there were certain salaries 
and contingent expenses called “Civil Government” which were brought together 
in one schedule and at least in earlier years were intended to provide for govern- 
ment staffs at Ottawa, the inside service and the contingency expenses of the 
department. This particular schedule therefore contained items affecting every 
department. 

Again, in what was described as “Miscellaneous Services” we had grants 
and other items which were administered by the different departments. 

The votes for the Department of Agriculture, apart from those provided 
under ‘‘Civil Government” for salaries and contingencies, and under ‘Miscel- 
laneous” for various grants and perhaps some other items, were as set out on 
page 19, of the estimates for 1936-37, are an example of the presentation for 
a particular department. 

There are no further details except other than the appropriations as shown 
in the éstimates for that year for the Department of Agriculture. ° 

We have only the details of civil government referred to in the first sched- 
ule; these are’details given at the back of the estimates for the salaries, showing 
positions, not unlike what is shown today in the back of estimates for permanent 
salaries and contingencies, but when we go on further to regular service votes 
there is one item for dairying, followed by separate items for subsidies, fruit, seed, 
feed, and fertilizer control, livestock, experimental farm, health of animals, ento- 
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mology, publicity and extension, farm economics, international institute of agri- 
culture contribution to the empire bureau and the advisory committee on — 
agricultural service, marketing of agricultural products is another item, and there — 
are no further details given in the back of the estimates for these items. Those 
items I have just read total $7,457,000. 


The CHairMAN: That is for Agriculture only. 


The Wirness: You can see here the comparative size of rie two books, that 
for 1938 and that for 1939, the year following. 


a 


By Mr. Fleming: 


Q. It would be more helpful for the record if the witness would give the, — 
number of pages—A. The new estimates contain 228 pages, whereas the estimates 
of 1937-38 consisted of 95 pages. 4 

(). How were they broken down as between estimates and details, please.— a 
A. There were in 1938, sixty-three pages for the estimates proper, and the total 
in the main estimates for 1939 was 53 pages. That is the part which provided 
for the votes. The 53 pages compares with the 63 pages in the old estimates. 

@. What about the details? Could you give us the number of pages for 
. A. In details? 


Mr. Boisverr: That is easy to figure out. 
The Witngss: 53 subtracted from 228. 


Mr. Macponneuu: Does that represent the entire change in the system or a 
merely more detail? : 


By Mr. Fleming: 


Q. So the big change really represents an expansion of the details? —A. The 
increase in size of the book is due to the expansion of the details set out in the 
book of estimates. In addition to this, of course, the whole body of the estimates, — 
in the first part of the book, was re-arranged and there were many new votes ~ 
introduced in the re-arrangement. 4 

@. Could you give us the number of items in the old estimates?—A. 440 in 
1939; 295 in 1938. 


Mr. Fraser: And during that time the expenditures have increased about $2 
billion. aS 


The CHAIRMAN: No, these are the two years, 1988 and 19389. 


By Mr. Fraser: 


Q. Oh, 1988 and 1939, pardon me. How much did it increase in that time?— 
A. The number of votes? aig 

Q. No, the actual budget. 

The CHatiRMAN: The actual amount of the total votes. 

The Wirness: The total vote for 1937-38 was $421 million, and for 1938-39 © 
the amount of the estimates showed $419 million, so there was an actual reduc- 
tion, not an increase. 


By Mr. Fraser: 


Q. Well, then, Mr. Chairman, that definitely shows this: the more details 
you put in the more chance there is of perhaps whittling down on some of the 
items.. Am I right in that, Mr. McIntyre?—A. Maybe. om 

Q. That is what has happened there. 

The CuHarrMAn: Any further questions on this memorandum or on the 
change? 


‘ 
z 
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The question I have in mind on this is: Do you know, Mr. McIntyre, what 
were the reasons underlying the change? Are there any memoranda on that 
that your department might have? 


The Wirness: There was the memorandum Mr. Bryce presented to the com- 
mittee, a record of the statement made by the Minister of Finance in the House 
when the change was made. That is already printed in the evidence, and the 
only additional thing is the Order in Council that was passed to approve of this 
change. 


The CHAIRMAN: Would members consider that it might be advisable for 
our study, since we already have on record the part of the speech made by the 
Minister of Finance when the change was made, to add as an addendum or 
appendix the Order in Council that was passed at the time to implement that 
change? 


Agreed. 


Are there any further questions? 

(P.C. 830, dated 15th April, 1937, is printed as appendix B). 

Before we adjourn for the day I have a question for Mr. Drew, if-the 
chairman may be permitted to ask a question. Mr. Bryce wrote to me in con- 
nection with the list of properties that Mr. Drew had asked Mr. Bryce to 
prepare. I will read the letter. It is addressed to me. 


Ottawa, May 22, 1950. 
im Pe-Picard, Hse, MP. 
Chairman, Public Accounts Committee, 
House of Commons, 
ttawa, Canada. 


Dear Mr. Picard:— : 

You will recall the list of properties owned by the Crown, or agents 
of the Crown, which I was to have prepared for the Public Accounts 
Committee. These are properties of an industrial, mining, or more or 
less commercial nature other than residential or farming property, and 
other than those used directly for the ordinary purposes of government. 

There is one major question about this list which I felt you should 
consider and on which you should give me some direction. Should I 
include in this list properties held by the custodian of enemy property? 
The legal position of the custodian, as I understand it, is a borderline 
case, and it is not clear to me whether in acting in his role as custodian 
he can be regarded as acting either for the Crown or as an agent for the 
Crown. Since the custodian holds a considerable number of properties of 
this character, it is a matter of some consequence. Perhaps you could 
speak to me or drop me a line about this matter within the next day or 
two. 

Yours truly, 
Re Biv Biny CR: 
Therefore Mr. Bryce would like to have this information from you, since 
you are the one who asked the question. 


Mr. Drew: Yes, Mr. Chairman, I think it would be advisable to include 
that because as I understand it, those properties have passed under the control 
of the Canadian government. 


The CHatrMAN: I see. Then, Mr. Bryce, those should be included. 
Mr. Drew: When will I have that? 
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The CuHarrMAN: I understand that all the departments have been asked to 
supply it and that they are in the course of preparing the material. It will be 
available to the committee as quickly as possible. 

Mr. Drew: Could Mr. Bryce give us an indication of some date when it 
may be expected? | 


Mr. Bryce: My department will have some of the figures in a few days. 
I cannot tell you the situation in the larger departments; I know they are 
all working preparing the list. 


Mr. Drew: I don’t want to embarrass anybody but I was interested in 
finding out the procedure being followed’ in compiling the information. And 
may I say that Mr. Bryce has been extremely co-operative in every way. lf 
there are certain reports in, I think it would be highly desirable that we should 
have those reports because we could then proceed to a consideration of the 
matter while we were awaiting the reports from the other departments. 


The CuHatrMAN: I think, Mr. Drew, that we should have all the reports 
before us at one time so that the whole matter may be dealt with as a subject. 
I think it would be better if we were to follow the report of the steering committee 
yesterday, that we hasten the completion of the subject matter now before us 
and then go on to the public accounts. Your questions relating to the Cartierville 
and other properties came up during the discussion of the Auditor General’s 
recommendations with regard to the estimates and as soon as Mr. Bryce has 
the material available we will arrange to have it presented to the committee. 
It was the decision of the committee yesterday that we would complete this 
matter of the recommendations of the Auditor General with regard to the 
estimates as quickly as possible, and at least within a limited number of sittings, 
to have it completed either next week or the week after. Another matter which 
remains to be dealt with is the hearing of officials from Surplus Crown Assets 
and the Department of Munitions and Supply concerning the Cartierville 
property. 


Mr. Drew: Of course, the Cartierville property is only one. I gave that as 


an example, but it is only one of the properties under consideration. I would 
point out that there will be a number of’ properties for discussion, and for that 
reason I simply repeat my suggestion that if we are in any way running short 
of other matters— , 
The CHAIRMAN: Oh no, we ‘are not. We have too much facing us at the 
present time, that 1s our difficulty. 


Mr. Daman May I assure you, Mr. Chairman, that I am just as anxious 
as anyone else is to get into the public accounts but I think we ought to have 


some information in regard to this subject. There is also another request I 


made about which I would like information. I asked Mr. Bryce to prepare a 
list of those items in the estimates which included not only approval of expendi- 
tures but legislative authority itself. When will that be ready? 

Mr. Bryce: We are working on that now and I hope to have a statement 
ready for you on it very shortly. 

The CHAIRMAN: There is also the suggestion from Mr. Thatcher, although 
not within our terms of reference at all, concerning the calling of the statistician, 
Mr. Marshall. I understand that he will be at our disposal on Thursday, and 
while we want to limit the number of witnesses, I suggest that we arrange to 
hear him; that is, unless Mr. Thatcher would like to withdraw his request. 

Mr. TuHatcuer: Well, Mr. Chairman, the subject is not a controversial one 
and there should be no contention about it. It is one way in which we could save a 
certain amount of money and I think we could finish with Mr. Marshall in fifteen 
minutes. 

Mr. Fraser: In how long? 
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Mr. THatcuer: I do not think there is anything contentious about it and 
I would like to have him called. 


The CHatrMAN: If it is agreeable we will have Mr. Marshall on Thursday. 
He is supposed to be back on Wednesday. However, the work of the committee 
will take its normal course. The witnesses about the Cartierville affair will 
probably be available next week. 


Mr. Browne: Have you finished, Mr. Chairman? 


. The CHAIRMAN: Well, Mr. Browne, we still have five minutes, if there are 
any questions you would like to ask. 


By Mr. Browne: 


@. In the Auditor General’s report he refers to an item of $11 million— » 
that is on page 19 of the Auditor General’s report, item 66, vote 67.—A. That 
is the payment for the Canadian Wheat Board? 

@. Yes, on page 19. How was that authorized?—A. There was an order 
in council authorizing that payment on account of the deficit. 

@. Then you approved of it?—A. Yes, sir. 


By Mr. Fraser: 


@. Mr. Chairman, we have a few more minutes and I have one other ques- 
tion I would like to ask. What departments of government have used all 
their blocked currency?—-A. Speaking from memory I would say that any 
department of the Canadian government that requires currency in countries 
where we hold blocked currency, can use this blocked currency. 
| @. Well then, that would not show in our estimates?—A. The only 
department that has any right is External Affairs under that $1 vote. 

@. Would it show in our estimates before it‘did in the public accounts?— 
A. You mean, the requirements of the other departments? 

@. The amounts you supply each of the departments out of this blocked 
currency.—A. The amount received by National Defence which would probably 
be used to meet pay and allowance of servicemen on the Continent at the time 
or to pay the operating costs of their local offices in the area— 

@. And that would be shown in our estimates?—A. That would appear in 
the general distribution of expenditures in the Department of National Defence. 
It would not be identified as an expenditure made from blocked currency. 

Q@. I just wondered how you keep it apart——A. Blocked currency is a cash 
account, accounted for as cash. Once you turn it into expenditures the expen- 
ditures become part of the charge to the appropriation of the service concerned. 


The CHarrMAN: Is there any need for calling the Comptroller of the | 
Treasury further? 
The meeting is adjourned to the call of the chair. 


—The committee adjourned. 
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APPENDIX A 


STATEMENT MADE BY THE HONOURABLE LESTER B. PEARSON 
BEFORE THE STANDING COMMITTEE ON EXTERNAL >= 
AFFAIRS, MAY 4, 1950. 


I have seen the Auditor General’s report concerning the one dollar item 
in my department’s estimates and I have read in the press of the discussions 
which have taken place on this subject in the Pubhe Accounts Committee. 
I feel it would be useful if in addition to the general renYarks which I made 
about this item at the meeting on May 1 of the Standing Committee on External 
Affairs I made a more comprehensive statement describing the moneys involved 
under this vote, the manner in which they were obtained, the purposes for which 
they will be used and the reason for this vote appearing in its present form. 
I do not propose giving figures in respect of total claims, amounts of settlement, 
etc., because these are more appropriately matters for the Department of 
Finance and I understand that Mr. Sinclair intends to make a more detailed 
statement in Parliament at a later date when he will furnish these figures. 

During the last war the civilian organizations of the allied countries 
followed the advance of the armies and distributed food, clothing and medical 
supplies to the civilian populations of the liberated European countries. The 
recelving countries included France, Belgium, the Netherlands, Luxembourg, 
Denmark, Norway, Italy, Greece and Yugoslavia. The supplies were provided 
by the United States, the United Kingdom and Canada to a total of about 
$1,746,300,000. It was always understood that they were being furnished to the 
citizens of those countries on a repayment basis. 

In the post-war years a committee. known as the Tripartite Settlement 
Committee with headquarters in Washington examined the accounts submitted 
by the three supplying countries and determined the total cost of the goods 
distributed in all of the European countries as well as the amounts which had 
been furnished by each of the three countries. It was obviously impossible to 
determine what proportion of each country’s supplies had gone into any particular 


European country. Therefore, it was decided that each supplying country 


would recover its expenditures on a percentage basis. It was calculated, that 
Canada had supplied 5-3 per cent of the over-all total and accordingly was 
entitled to seek reimbursement from each receiving country in the amount of 
5-3 per cent of the total military supplies bill for that country. For example, in 
the case of the Netherlands the total value of supplies distributed in that 
country was about 270 millions. Canada’s claim against the Netherlands was 
5:3 per cent of that amount or $13,839,170. 

Under the procedure agreed by the Tripartite Settlement Committee Canada 
presented a note to the government of each European country concerned advising 
of the total amount owing to Canada. These were identical notes except in 
the case of Italy and Greece where, having regard to the economic conditions 
in those two countries, it was stated that Canada would seek only nominal 
payment. 

Although there were conversations from time to time between repre- 
sentatives of the Canadian government and representatives in Ottawa of the 
foreign governments concerning our military relief credits no direct negotiations 
took place, except in the case of the Netherlands, until early this year when 
Mr. James Sinclair, Parliamentary Assistant to the Minister of Finance, visited 


Europe to arrange the settlement of these accounts. He met with government — 


vet 
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representatives of all of the countries concerned except the Netherlands with 
whom a settlement had been completed in 1948 and Greece where, because of 
the unstable political situation, inter-governmental negotiations were not possible. 

Within the past few weeks formal notes confirming the details of settle- 
ment have been exchanged between the Canadian government and the govern- 
ments of Yugoslavia, France and Denmark. It is expected that similar exchanges 
of notes will be carried out shortly with the other governments with whom 
Mr. Sinclair had discussions. So much for the money which will be used under 
this vote and the manner in which they were obtained. 

The purposes for which these currencies will be used are set out in the 
wording of vote 67 of our estimates. By 1948 it had become apparent that 
the economic recovery of Europe had not been sufficient to permit these 
countries to settle our claims entirely in Canadian dollars. It was equally 
apparent that there were some countries which would find it impossible to 
make any payment in Canadian dollars. In fact, the United States govern- 
ment normally lumped their military relief claims with other claims on which 
it made settlements involving considerable write-offs. The United Kingdom 
government took similar action in a number of cases. 

When it was accepted that at least partial payment of the claims would — 
have to be in foreign currencies which could not be used for ordinary com- 
mercial purposes, consideration was given to the manner in which the Canadian 
eovernment could profitably use these moneys. A number of Canadian diplo- 
matic missions had just been opened or were in the process of being opened 
in Europe and the problem of both office and lving accommodation was 
presenting considerable difficulty. Excessive rentals were being asked for the 
few leased premises which were available and our experience was that appro- 
priate residences for Canadian heads of mission could, in most cases, be 
acquired only by purchase. Accordingly, it was decided that one way in 
which these local currencies could be used to advantage would be by purchasing 
premises and furnishings, provided suitable buildings at reasonable prices were 
available. 

This brings me to the form of vote 67 which first appeared in our supple- 
mentary estimates for 1948249. From the review which I have given you of 
this matter, you will see that when we were preparing our estimates for the 
fiscal year ending March 31, 1949, we were faced with one known factor and 
four unknown factors. It was known that the. foreign currencies which would 
be deposited to the credit of the Canadian government in northwest Europe 
could be used for the purchase of properties, provided the premises were suitable 
and the price was reasonable. The unknown factors were:— 

(a) Would the military relief accounts be settled before the end of that 
fiscal year? 

(b) What would be the level of real estate values in the various countries 
at the time purchases would be contemplated? 

(c) Would a residence or a chancery or both be purchased in any particular 
country? 

(d) What amounts would be available from these settlements and in what 
period would we be able to make the expenditures, having regard to 
availabilities and to the limited staff at our disposal to carry out the 
transactions? 


We recognized that, in these circumstances, 1t would be extremely difficult 
to insert a figure in our estimates for any twelve-month period which would 
approximate reality. At the same time it was necessary to draw the attention 
of parliament to the fact that these blocked currencies existed. It was also 
necessary to obtain parliamentary approval of the purposes for which it was 
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proposed these moneys should be used. It was decided that these conditions 
could be best met by inserting a vote in the form of the present vote 67. 


Members will also appreciate that our bargaining position both as regards | 


the settlement of the military relief accounts as well as the purchase of any 
properties, could be prejudiced if estimated expenditure figures were published 
before such negotiations commenced. 

An item of this kind first appeared in the estimates of the Department of 
External Affairs for the fiscal year as I said ending March 31, 1949. The same 
item was included in the department’s estimates for the year ending March 31, 
1950. The nature and purpose of the item were explained to this committee on 
November 23, 1949, and were accepted by the committee including most of those 
members who are now raising some doubts as to the form of the vote. 

I can assure those members who now take objection to a procedure which 
they have found, I assume, satisfactory for the past two years, that we are 
prepared to meet their proposals for the revision of this vote in any way that 
is legal and workable. 

"That is the story of the one dollar item. 

I have made it fuller than perhaps was necessary but I felt that a complete 
review of the situation was desirable because, when reading reports of discussions 
and statements on the subject, I gained the impression that a number of members, 
some of whom sit on this committee were somewhat confused as to the origin of 
the currencies, the method of settlement with the countries concerned and the 
manner in which expenditures would be accounted for. 

Perhaps before concluding, I should refer to some of the questions on which 
clarification appears necessary. It has been stated, I think, by the Auditor 


General, that these moneys must be spent in the country of origin. This is not. 
correct. In more than one case we have arranged under the terms of settlement 


that the currency of one country may be used for specified purchases in another 
European country. 

I have seen a statement that the External Affairs expenditures for property 
purchases are not shown in the public accounts and do not appear in any 
published record. May I direct your attention to page E-10 of the public 


accounts of Canada for the fiscal year ended March 31, 1949. There you will . 


see vote 698 which is the one dollar item in the same form as it appears under 
vote 67 in the estimates which you are now considering. As foot-notes to this 
vote you find explanations of two purchases made by the Department of External 
Affairs during that fiscal year—one of furnishings in Denmark and one a 
property purchased in the Netherlands. 

I assume the public accounts for the fiscal year ended 3lst March, 1950, 
will show the details of two property purchases carried out in that twelve month 
period. 

It is Mr. Wright, I believe, who is reported to have made the statement 
that “we as parliament have never made any vote to the Department of External 
Affairs for the purchase of properties in other countries”. As members of this 
committee know, there has been included every year an amount to cover our 
intended purchases except those for which blocked currencies will be used. The 
estimated costs of these proposed purchases have been included in our capital 
items and have been the subject of discussion in this committee in other years. 
I would expect that a discussion of the same nature will take place in the 
committee this year. 

Purchases under the one dollar item were discussed by this committee last 
year and, if you look at page 91 of the report of last year’s meetings, you will 


see that the Under-Secretary reported that purchases by the department .in- 


Paris, in Rome and in Copenhagen, were under consideration. Mr. Heeney 
explained that these purchases would not involve expenditures apart from the 


Aer 
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blocked funds available in those countries. Mr. Heeney went on to give a 
review of our property position in all of the European countries to which Mr. 
Fleming had referred when describing his trip through Europe. 

As committee members know, the department does not have, as has been 
suggested, a free hand in the expenditure of blocked currencies. Each proposed 
purchase must be submitted to and approved in advance by Treasury Board. 
Before any such submission is prepared, the Under-Secretary and the minister 
must satisfy themselves that the proposal represents good value for Canada. 
I can best describe our policy by repeating the excerpt which I read to you at 
our meeting of May 1, from the instructions on this matter which the Secretary 
of State for External Affairs issued to the Canadian heads of missions in each 
of the European countries where we have a military relief credit: 


I wish to emphasize that the same considerations should apply to the 
selection of premises that may be available under this scheme as would 
apply if the premises were being purchased for cash. I would not be ready 
to recommend to Council the payment of an unreasonably high price even 
though payment were to be made in the form of a credit against military 
relief obligations, nor would I recommend the purchase of premises larger 
than were necessary, even if the price were reasonable, since the main- 
tenance costs could not be justified. 


That is the end of my statement, Mr. Chairman. 
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APPENDIX B 
(Copy) ; 


P.C. 830 


Certified to be a true copy of a Minute of a Meeting of the Committee of the 
Privy Council, approved by His Excellency the Governor General on the 
15th April, 1937. 


The Committee of the Privy Council have had before them a report, dated 
April 14, 1937, from the Minister of Finance, submitting as follows: 

That the existing form of the Estimates of Canada, adopted: at Confedera- 
tion, is inadequate for present requirements because of a number of defects of 
which. the following may be cited: 

1. Statutory authorization of certain expenditures, which should be subject — 

to the annual review of Parliament. 

2. Provision for the requirements of one service under several items in the 

Estimates. ) 

3. Inclusion of a general item for Civil Government, authorizing salaries 

and contingencies for practically all Government services. 

4. Provision for numbers of distinct activities in one general item. 

5. Assembly of items under obsolete captions without relationship to 

existing departmental responsibility. 


The above structural defects have made impossible the presentation to 
Parlhament of intelligible details of the costs of. services. The present arrange- 
ment is not only lacking in essentials, but is actually misleading. For instance, 
a definite sum being provided in the Estimates for a specific purpose, it is a 
fair assumption that such amount is the cost of that service. In fact, this is rarely 
true for in the majority of instances further provision is made in Civil Govern- 
ment or some other general item. Only an experienced accounting officer, with 
ample time at his disposal, can compute the real cost of most services. 

The Minister, believing that there is obvious need of immediate revision, 
which will give Parliament precise information on the cost of the various 
services carried on by the Government, recommends that the Estimates for 
1938-39 be compiled in accordance with the following: 

1. An item for each distinct project, service, or grant. 

2. Elimination of items of a general character, as far as possible. 

3. Assembly of items under the department responsible for payment or 

administration. 


4. Subsection of annual votes for certain statutory appropriations, mainly | _ 


those of an administrative character which should be subject to the 
annual review of Parliament. 

5. Notation of estimated total cost of any construction project which 
will not ‘be completed during the fiscal year for which provision is made- 


The Minister also recommends that preliminary revision in accordance with 
the above and final decision on the details and form of the Estimates be subject 
to the approval of the ‘Treasury Board. 

The Committee concur in the foregoing recommendations and submit the 
same for approval. 
EK. J., LEMAIRE 
Clerk of the Privy Council. 
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Ottawa, February 3, 1938. 


REVISED FORM OF ESTIMATES 


In the Budget Speech of last year I made an attempt to show the percentage 
distribution of our revenues and expenditures, but found it necessary to point out 
that the form of our Estimates and Appropriations made it impossible to achieve 
accuracy in such calculations. I then stated that before another year had passed - 
I hoped to be able to introduce such changes in our procedure regarding Estimates 
and Accounts as would make it possible to determine more accurately the real 
costs of the various services of Government. 


I am glad to be able to announce to the House that the Main Estimates for | 
1938-39, which are now being tabled, are being presented in a new form, with 
what I believe is a greatly improved classification and with much greater detail. 
The purpose of the revision is to facilitate a greater control over expenditures and 
to present a clearer and truer picture of the operations of Government. 


The need for revision has been recognized for years, in that items in the 
Estimates did not reflect the cost of services. In this respect they were actually 
misleading, because, with few exceptions, they were supplemented from Civil 
Government or other appropriation of a general character. Other defects 
included provision, for numbers of distinct activities under one general item, and 
assembly of items under obsolete captions without relationship to existing depart- 
mental responsibility. The principal object of the revision is to give to Parha- 
ment, by removal of these defects, a reasonably accurate estimate of the costs of 
functions, assembled under the departments responsible for administration. 


Application of this principle involved re-arrangement of votes and disap- 
pearance of the Civil Government and Miscellaneous sections. It also involved 
selection of the distinct services or projects on which the taxpayer’s money is 
spent and insertion of an item for each. As all expenses can not be allocated on 
this basis, the remainder for the department or branch has been included under 
an item for Administration. As comparisons with Estimates of the previous 
year are always of first rate importance to Parliament, these have been shown in 
each instance. The amount entered for 1937-38 is the sum voted for that 
particular function, though it may have been authorized under several general 
or specific votes for that year. Any Member interested may obtain details 
of these allocations of former votes in Committee of Supply. | 

The new form is composed of two main sections. The first, to page 58, is 
made up of items to be included in the Supply Bull, together with statutory 
appropriations (marked “S”). The second section, from page 54 to the end, is 
for the information of Parliament and will not be in the Supply Bill. In the first 
section, division ‘by items has been with the object of showing clearly the cost of 
the various services carried on by the Government. The second section, which is 
entirely new, is designed to furnish Parliament with detailed information as to 
how the various proposed votes are to be spent. For convenience the page 
number of the details is printed opposite each item. 

In effect, items in the first section will become votes which must be admin- 
istered strictly in accordance with their terms and amounts. On the other hand, 
the details by objects of expenditure contained in the second section may be 
varied to meet administrative requirements. In general, they will be the basis 
of classifications compiled by each department at the beginning of the fiseal year 
under the terms of section 26 of The Consolidated Revenue and Audit Act. These 
classifications are submitted to the Department of Finance and may not be 
amended except with approval of the Treasury Board. 
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ASO! sive - STANDING COMMITTEE 


The ruling principle of this revision has been the endeavour to furnish the 


cost of functions. At the same time, it has been necessary to give due considera- 
tion to the requirements of administration, accounting and audit, since all are 
necessary to a full measure of Parliamentary control. While the new form is an 
attempt to meet all essentials, it is not regarded as final. Rather, it is believed 
that experience in operation and consideration here will suggest further improve- 
ments for future years. 


I need not say that the changes which have been made have resulted in a 
ereat deal of work during the past year for all the departments and for the 
Treasury Board. It will be clear, also, that the larger number of votes will 
probably increase the work of my colleagues and their departmental officials in 
getting their estimates through the House. We have, however, received the 
co-operation of all departments in making the revision possible, and I trust that 
the changes which have been introduced will, after study, commend themselves 
to the House. 
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